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INTRODUCTION 


Wealth! Money! Currency! Ex- 
change! 

Books galore on these subjects, but no- 
body reads them. 

Writers on political economy, have cer- 
tainly understood the art of presenting the 
results of their researches in the driest and 
most uninteresting way. Their books in- 
variably breathe the atmosphere of stuffy 
studies. 

That is why the present financial troubles 
of the World at large, clear and logical in 
reality, are such a profound mystery to the 
man in the street. 

Yet, when the World is passing through 
a period of financial and economic up- 
heavels and agonies well nigh without pre- 
cedent in the history of finance, every man 
and every woman should realize what is 
going on, and why things are as they are. 

‘Having made up my mind to write an 
essay on the present Foreign Exchange sit- 
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uation understandable to everybody and 
entertaining at the same time, the difficulty 
I. found myself confronted with, was to 
present it in a simple form. That form I 
think I have found. 

There appeared in 1876 a book, long 
since forgotten, yet admirable in its far- 
sightedness and simplicity, entitled, ‘‘Rob- 
inson Crusoe’s Money, or the Remarkable 
Financial Fortunes and Misfortunes of a 
Remote Island Community,” by David A. 
Wells, of Norwich, Conn., late U. S. Spec- 
ial Commissioner of Revenue,—a story of 
a community, which, starting from condi- 
tions but one step from barbarism, grad- 
ually rose to a high degree of civilization, 
experiencing the use and abuse of the in- 
strumentalities and mechanism of ex- 
change, through barter, money and cur- 
rency. 

No story on wealth, money, currency and 
exchange was ever written in so clear and 
entertaining a way. Too bad that the au- 
thor did not live forty-six years later to tell 
us, in his unique manner, what is the mat- 
ter with the World today! 
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There being, in my opinion, no better 
form to present my story, I will try to lead 
you once more to Robinson Crusoe’s Island, 
and to show you this little community in 
its economic evolution, as David Wells saw 
it, in order that you may understand the 
most important factor in the history of 
modern finance and economics: “The 
Golden Horde!” 

A. O. CORBIN, 
F. J. Lisman & Co. 
61 Broadway, 
New York, 
April roth, 1922. 
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CHAPTER ONE 


In which Robinson Crusoe gives a lesson 
in Political Economy. 
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CHAPTER I 


In which Robinson Crusoe gives a lesson in 
political economy. 

“I smiled at myself at the sight of all this money. ‘Oh, 

money, said I, ‘what art thou good for? Thou art not 

worth to me, no, not the taking off the ground. One of 


these knives is worth all this heap.” 
—Robinson Crusoe, by DeFoe. 


T would be difficult to convey in so 
simple a manner so much informa- 
tion in regard to what is popularly 

known as “wealth,” or so good a basis for 
analyzing clearly the origin and function 
of what we call “money.” 

Robinson Cursoe having been ship- 
wrecked, a few days later found some chests 
washed ashore from the wreck. 

One of them he opened. It contained 
pins, needles, thread, a pair of large scis- 
sors, a dozen good knives, some cloth, a 
dozen and a half linen handkerchiefs and 
three great bags of money, gold and silver. 

All of these articles were of extreme use 
to him, except the money, compared to 
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which under different conditions the other 
things would have had little or no value. 

But it demonstrated five things very . 
clearly: 

The pins, needles, thread, scissors, knives 
and cloth were of great utility to Robinson 
Crusoe: 

Although possessing utility, they did not 
possess exchangeable value: there was no- 
body to exchange them with: 

They had no price, for they had no pur- 
chasing power which could be expressed 
in. money: 

The money had neither utility, value, nor 
price because it could not be used for any- 
thing, nor exchanged with anybody for 
anything: 

As it was, pins, needles, etc., and not 
money were Robinson Crusoe’s wealth, be- 
cause they could be used to produce some- 
thing. 
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CHAPTER TWO 


In which for the first time Commodities 
and Services acquire value on Robinson 
Crusoe’s island. 
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CHAPTER It 


In Which for the First Time Commodities 
and Services Acquire Value on 
Robinson Crusoe’s Island. 


OBINSON CRUSOE thrown up- 

R on the island all alone, and with- 

out any wealth,—pens, needles, 

guns, etc.—, although originally civilized, 

would inevitably have become a pure sav- 

age who could have barely provided for an 
existence. 

But in a way fortune had smiled upon 
him, when it gave him a fair sized capital 
of useful things, followed by his being 
joined by Friday, and next, by Friday’s 
father. 

Constituting however but one family, 
the members of which worked and toiled 
together, sharing everything in common, 
the three as yet did not feel the need for 
money because there was no necessity for 
exchanging anything. 

But gradually more people arrived upon 
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the scene: first Will Atkins and the English 
sailors, and later on others, and again oth- 
ers, thus forming several families, and a 
new social order of things became impera- 
tive. 

The natural tendency toward self-preser- 
vation and independence: the general de- 
sire to acquire things and to add to one’s 
capital: to difference in taste and tempera- 
ment, all lead to this. 

And so it came about,—in order that the 
quantity of useful things for the commun- 
ity as a whole might be increased and their 
quality perfected—, that instead of each 
man endeavoring to supply his own needs, 
it was deemed best for each man to supply 
one particular thing, and excel in the mak- 
ing of it, thus using his services or the pro- 
ducts of his labor to secure the other neces- 
sities of life, by exchanging them against 
the services or products of other men. 

And because commodities and services 
now for the first time became exchangeable, 
they also for the first time acquired value. 
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CHAPTER THREE 


How a community on an tsolated island 
bartered and how they found out that 
direct barter was a complete bar to 
any progress in civilization and 
social development. 
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CHAPTER IIT 


How a community on an isolated, island 

bartered and how they found out that direct 

barter was a complete bar to any progress 
in civilization and social development. 


NE day Yard a tailor, who had 
() just made a coat, found himself 
out of bread. Hungry as he was, 
he went to see Bakum, the baker, saying to 
him: “take this coat and give me 100 loaves 
of bread in exchange!” But the baker said: 
“J don’t need your coat and I won’t trade. 
I require grain and flour, and will only ex- 
change my bread against these commodi- 
ties.” 

Yard, much upset, decided to see an- 
other baker. On his way to him, he was 
stopped by Bricks, a mason, who was look- 
ing for a coat, saying: “give me that coat 
and I’ll build you a chimney!” But Yard 
had already two chimnies..... At last, after 
much trouble and waste of time, Yard 
found a baker who wanted a coat, and 
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would give him 100 loaves of bread in ex- 
change, whilst Bricks discovered a tailor 
who would give a coat for a chimney. 

Meanwhile Bakum had gone to Diggs, 
the farmer, to trade bread against grain and 
flour, but had found it impossible to get his 
grain because he had to agree to pay Diggs 
one loaf a day, the farmer refusing to eat 
stale bread for several months. 

This situation was far from being satis- 
factory; all of them realized, that there 
was something materially wrong in their 
living arrangements, and every one of them 
gave serious thought as to whether or not 
it would be more satisfactory for each man 
to once more look after his own require- 
ments. Apart from the nuisance of having 
to search for someone who just happened 
to. be ready to trade, one of the chief diffi- 
culties was, how each of them could know 
what comparative value their different 
commodities had for the purpose of barter. 

“How can I know,” said Yard, “how 
many loaves I ought to get for a coat?” 
“Or I,” said Bricks, “how high a chimney 
I ought to build for my coat?” 
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But other difficulties arose! There were 
people who had nothing to barter but la- 
bor, and who had been employed to mine 
coal, and who at the end of a day’s hard 
labor had received 10% of the coal pro- 
duced for their services. 

But coal they could not eat, and so they 
had to go from house to house with their 
wheelbarrows to try and exchange their 
coal against food. Unfortunately every- 
body had plenty of coal, and the next day 
found them still tramping through the 
streets, hungry, thirsty and desperate. They 
met butchers, blacksmiths, carpenters, dry- 
goods clerks who for their work had re- 
ceived sheepskins, horseshoes, pine boards, 
yards of flannel, etc., all starved to death, 
and unfit to resume work. 

A radical change had become impera- 
tive: some ways and means had to be found 
to solve the problem of barter. 

It was evident that conditions of direct 
barter such as existed on the island could 
not possibly continue: much better it would 
have been to return to absolute barbarism. 

The islanders, at the request of Robin- 
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son, all met and argued matters out, the 
concensus of opinion being, that just as 
much as the length of an object is measured 
by comparing it with a piece of wood usu- 
ally called a yard-stick, and the weight of 
a thing by comparing it with something 
called a pound, a commodity or article 
should be selected to measure the value ot 
every other exchangeable commodity or 
service. 

The moment this intermediate article 
was selected, everybody, for his commodi- 
ties or services, would receive a certain 
amount of this article and would be in a 
position to secure whatever he needed by 
giving the other party something which he 
in turn could use in order to provide fo1 
the necessities of his life. 
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CHAPTER FOUR 


How Robinson Crusoe experimented with 
money and how experience made 
fools wise. 
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CHAPTER IV 


How Robinson Crusoe experimented with 
money and how experience made 
fools wise. 


OBINSON CRUSOE, who in a 
R moment of despair had thrown 
the historical three bags of gold 
-and silver into the ocean whence they could 
not be recovered, and the other islanders, 
after many a stormy meeting agreed to use 
cowries as the first medium of exchange: 
a pretty shell picked up on the beach, 
which the women had often used as an orn- 
ament. 

These little shells were particularly fit- 
ted for the purpose: they were not plenti- 
ful, and it required as much time and labor 
to collect one hundred as it took to grow a 
bushel of corn. Consequently one bushel 
of corn was valued at one hundred cowries. 
Other commodities were valued along sim- 
ilar lines. A plow could be purchased for 
ten bushels of corn or one thousand 
cowries. 
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For some time everything went on 
smoothly: everybody seemed satisfied. But 
one day some fellows constructed a sailing 
boat, and made a long excursion to a little 
island on the remote horizon. 

Much to their surprise, they found that 
the cowries which were scarce on their is- 
land, were available in great abundance on 
the other island. They saw great wealth 
lying at their feet, said little, but gathered 
all the cowries they could carry, and upon 
returning to their island stored them away 
in a secret place among the rocks. 

The spectre of inflation had manifested 
itself | 

Money began to grow abundant. Every- 
body seemed to have it, and the first thing 
to happen was a great development of busi- 
ness. Everything offered for sale was read- 
ily bought, and with demand increasing all 
around, prices rose rapidly. 

The shopkeepers, farmers, mechanics, 
having more money than usual also began 
taking in stock, and prices increased 
further, a bushel of corn rising from 100 
cowries to 500 cowries. But on the other 
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hand they also found that they had to pay 
5,000 cowries for a plow instead of 1,000 
cowries formerly, and so on. 

Yet, they never realized that they were 
not one cowry richer than they were prev- 
iously, because, what difference does it 
make whether I have one cowry, or five, if 
it costs five times as much to acquire the ar- 
ticle I could formerly buy for one cowry? 

And yet, don’t we all make the same mis- 
take today, which the good islanders made 
then? Don’t we all think that we are richer 
than we were before, when we earn twice 
as much, but find prices 100% higher? 

Money, having for decades been a stable 
medium of exchange, the normal value of 
which has been imprinted on our brains 
ever since we were children, has a remark- 
able fascination, from which it seems im- 
possible to break loose, like a drug to which 
we have become adicted. Just because a 
dollar is a dollar, or a pound sterling a 
pound sterling, even though its purchasing 
power may only be 50 cents, or half a pound 
sterling, a man who earns $10,000 instead 
of $5,000, thinks himself richer than he was 
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before, even if he has to pay twice as much 
for everything. 

The psychological effect of earning more 
actual money than before, although prices 
are higher, is and remains astounding, and 
accounts for unusual expansion of business, 
false prosperity and spendthrift, the awak- 
ening from which is very disagreeable, as 
all of us know so well since the last 18 
months. And that is also why travellers 
coming back from Germany today are tell- 
ing wonderful stories of flourishing busi- 
ness, and immense wealth..... The World 
insists on being deceived, and... . on de- 
ceiving itself! 


But, to come back to our good Robinson 
Crusoe and his pals. For some time every- 
body was jubilant: the millennium had ar- 
rived. 

Our two adventurers continued their 
daily cruises, and cowries became more and 
more plentiful all the time. Prices kept in- 
creasing, yet nobody seemed to realize that 
increased prices,—measured in cowries—, 
really meant diminished purchasing power 


StH GOLDEN HORDE”. 33 


of the cowry! And as prices kept increas- 
ing, the want of cowries for actual trading 
purposes kept increasing proportionally, 
and this want Robert and Bertram kept 
satisfied by bringing in cowries by the 
bushel. 

And in all these long years, we have 
learned nothing, it seems to me. Today we 
see the German, Austrian, Polish and Rus- 
sian printing presses imitate very thor- 
oughly the process of “getting rich,” set by 
the two Wallingfords of Robinson Crusoe’s 
community, and with the same result.... . 

Yet, some of the shrewd. fellows began to 
buy commodities and store them away, just 
as today many Germans and others are buy- 
ing securities expressed in other currencies 
at any cost. 

Persons who were in debt hastened to pay _ 
them off: there was not a mortgage left on 
the island, and everybody was ready to 
lend money for all kinds of enterprises. 

Gradually the community awoke to the 
fact that there was something rotten in the 
State of Denmark, and at last the secret 
leaked out..... 


eae 
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The bubble burst. Stock companies 
failed. Trade became stagnant. Confi- 
dence was gone. Nobody would work any- 
more. Farmers would not seli grain but 
for bread, meat, etc. With one sweep the 
entire community was thrown back to 
where it had started from in such good 
faith. 

And it was then that they realized that 
the next commodity they might select to 
use as money, should be something of perm- 
anent value, which could not be acquired 
without real work! 


All this may seem exaggerated,—al- 
though it is a clear picture of what infla- 
tion leads to—, but it is not. 

Let me quote the following passage from 
David Wells’ “Robinson Crusoe’s Money”: 

“One particularly noteworthy illustra- 
tion of this is recorded in the ‘History of 
New York,’ by Diedrich Knickerbocker, 
and in the manuscript records of the New 
York Historical Society. It was in the 
days of Dutch rule—1659—in New Ams- 
terdam (afterward New York), when the 
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common money in use was the so-called 
Indian money, or ‘“wampum,” which con- 
sisted of ‘strings of beads wrought of 
clams, periwinkles, and other shellfish. 
These had formed a simple currency 
among the savages, who were content to 
take them of the Dutch in exchange for pel- 
tries.’ 

“William Kieft was at that time gover- 
nor, and being desirous of increasing the 
wealth of New Amsterdam, and withal, as 
the historian relates, somewhat emulous of 
Solomon (who made gold and silver as 
plenty as stones in the streets of Jerusalem), 
he (the governor) determined to accom- 
plish his desire, and at the same time rival 
Solomon by making this money of easy 
production, the current coin of the prov- 
ince. It is true, it had an intrinsic value 
among the Indians, who used it to ornament 
their robes and moccasins; but among the 
honest burghers it had no more intrinsic 
value, than bits of bone, rag, paper, or any 
other worthless material. ‘This considera- 
tion, however, had no weight with Gover- 
nor Kieft. He began by paying all the ser- 
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vants of the company, and all the debts of 
the Government, in strings of wampum. 
He sent emissaries to sweep the shores of 
Long Island, which was the Ophir of this 
modern Solomon, and abounded in shell- 
fish. ‘These were transported in loans to 
New Amsterdam, coined into Indian 
money, and launched into circulation. 
“And now for a time affairs went on 
swimmingly. Money became as plentiful - 
as is the modern days of paper currency, 
and, to use a popular phrase, ‘a wonderful 
impulse was given to public prosperity.’ 
“Unfortunately for the success of Gov- 
ernor Kieft’s scheme, the Yankees on Con- 
necticut River soon found that they could 
make wampum in any quantity, with little 
labor and cost, out of oyster-shells, and ac- 
cordingly made haste to.supply all the 
wampum that the wants of trade in New 
Amsterdam required; buying with it every 
thing that was offered, and paying the 
worthy Dutchmen their own price. Gov- 
ernor Kieft’s money, it is to be further no- 
ticed, had also in perfection that most es- 
sential attribute of all good money, ‘non- 
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exportability.” Accordingly, when the 
Dutchmen wanted any tin pans or wooden 
bowls of Yankee manufacture, they had to 
pay for them in substantial guilders, or 
other sound metallic currency; wampum 
being no more acceptable to the Yankees 
in exchange than addled eggs, rancid but- 
ter, rusty pork, rotten potatoes, or any 
other non-exportable Dutch commodity. 

“The result of all this was, that in a lit- 
tle time the Dutchmen and the Indians got 
all the wampum, and the Yankees all the 
beaver-skins, Dutch herrings, Dutch 
cheeses, and all the silver and gold of the 
province. Then, as might naturally have 
been expected, confidence became impaired 
Trade also came to a standstill, and, to 
quote from the old manuscript records, ‘the 
company is defrauded of her revenues, and 
the merchants disappointed in making re- 
turns with which they might wish to meet 
their engagements.’ ” 

Extraordinarily stupid as the above may 
seem to you, yet not so very long ago many 
a prominent man in this country was advo- 
cating the same policy. 
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In a speech before Congress in 1870, Wil- 
liam D. Kelley said: “Beyond the seas, in 
foreign lands the greenback fortunately is 
not money: but, Sir, when have we had 
such a long and unbroken career of pros- 
perity in business as since we have adopted 
the non-exportable currency?” 

Again in 1875, before the New York 
Board of Trade, General B. F. Butler 
stated: “TI desire the dollar to be made of 
such material, for the purpose, that it shall 
never be exported or desirable to carry out 
of the country. Framing an American sys- 
tem of finance, 1 do not propose to adapt it 
to the wants of any other nation!” 

Sancta simplicitas! 


But let us return to Robinson Crusoe! 

The islanders having gone through in- 
flation and back to the primitive days, but 
yet thoroughly aware of the fact that they 
had to have something that could be used 
as a universal medium of exchange, once 
more convened in general meeting and dis- 
cussed the situation. Many suggestions 
were put forward. One man proposed ap- 
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ples: apples every one could use, because 
they were readily exchangeable when ripe. 
But another one immediately objected, be- 
cause they were most perishable at the time 
when they were most useful. 

Someone else reminded the assembly of 
the experience of a famous violinist, who 
upon one occasion had travelled to some 
unknown foreign country, on a contract to 
take half of the receipts, he found that they 
consisted mainly of bananas, vegetables and 
chickens. He could not sell his part for 
cash, because there was not any cash, and 
in order to keep the chickens he had to feed 
them the bananas and vegetables. 

This brought forth roars of laughter, and 
the apple scheme was definitely off the 
floor. 

Someone else got up and proposed corn, 
but all agreed that although it was always 
desirable and had to be produced at a cer- 
tain amount of labor, it would not do, be- 
cause it was too bulky; and besides its value 
might change too frequently. 

Cattle, Friday thought, was the thing, 
but again others thought it too bulky, and 
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apart from that it could not be split up; and 
as someone rightly remarked, it would cost 
money to feed the cattle, and money ought 
to produce interest and not cost anything 
to keep it. 

(Incidentally it might be pointed out at 
this juncture, that the good old state of 
Massachusetts once upon a time used cattle 
as money, and that Felt in his ‘“Massachu- 
setts Currency” in one place mentions the 
following highly interesting passage: “In 
1685, it was ordered by the General Court 
of Massachusetts that no man should pay 
taxes in ‘lank cattle’!’’) 

The meeting broke up, no decision hav- 
ing been reached: no one knowing what 
medium of exchange,—measure of value—, 
to choose. The one thing was too heavy; 
the other too perishable; the third too 
bulky; the fourth too changeable in value; 
and so for quite some time the old method 
of barter continued to prevail. 
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CHAPTER FIVE 


What history teaches us, and why, after all, 
there was nothing new under the sun. 
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CHAPTER V 


What history teaches us, and why, after all, 
there was nothing new under the sun. 


ET us for a moment leave Robinson 
Crusoe and his islanders alone, 
and just turn up a few pages of 

ancient, yet very useful history. 

From what I can gather, no nation has 
ever, in the first instance, adopted as money, 
any article or commodity which did not 
possess some actual value, by reason of its 
intrinsic and desirable qualities. This ex- 
isted in the wampum and beaver-skins used 
by our Indians, in the cowries used by the 
tribes in West Africa: in the salt used in 
Chinese Tartary, etc. The most exten- 
sively used medium of exchange among the 
people of the antiquity, was cattle and 
sheep, our word “pecuniary” being derived 
from the Latin “pecus,” signifying a herd. 

That money should have some intrinsic 
value is entirely logical too. If dried 
leaves, pieces of paper or stone, were to be 
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invested with a value of exchange, thus en- 
abling some one to obtain something with 
nothing, the outcome would be perfectly 
obvious. 

It seems hardly possible to conceive of 
anybody selecting as a measure of value 
something which possesses no value, any 
more than he would select as a standard for 
measuring length, something which has no 
length, or as a standard for measuring 
weight, something which has no weight. 

And furthermore, no money or measure 
of value can be reliable and stable unless 
it actually represents the full value itt pro- 
fesses to possess on its face! 

It might be well to think, just for one 
moment of the German, Austrian, Polish 
and Rusisan printing presses, printing 
money on scraps of paper with nothing be- 
hind it but a memory of bygone days 


History is full of lessons regarding the 
consequences of money which did not pos- 
sess the full face value: the only trouble 


with all of us is—we don’t know where to 
find them! 
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Dr. Andrew D. White, for many years 
President of Cornell University, in a not- 
able discussion of the French Assignats, 
gives us the following information with re- 
gard to this currency which finally involved 
France in national bankruptcy: 

“Yet each of these paper issues, great or 
small, was but as a drop of cold water to a 
parched throat. Although there was al- 
ready a rise in prices which showed that the 
amount needed for circulation had been ex- 
ceeded, the cry for ‘more circulating me- 
dium’ was continued. The pressure for 
new issues became stronger and stronger. 
During the various stages of this bedate 
there cropped up, a doctrine old and omi- 
nous. The doctrine was, that all currency, 
whether gold, paper, leather or any other 
material, derives its efficiency from the of- 
ficial stamp it bears, and that, this being 
the case, a government may relieve itself 
of its debts and make itself rich and pros- 
perous simply by means of a printing press. 

“But for the moment, the French manu- 
facturers derived great advantage from 
this state of things. As their products 
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could be so cheaply paid for, orders poured 
in from foreign countries to such a degree 
that it was often difficult for the manufac- 
turers to satisfy their customers. It is easy 
to see that prosperity of this kind must very 
soon find its limit. ‘When a further fall in 
the assignats took place this prosperity 
would necessarily collapse, and be suc- 
ceeded by a crisis all the more destructive 
and the more deeply men had engaged in 
speculation under the influence of the first 
favorable prospects. 

Various bad signs began to appear. Im- 
mediately after each new issue came a 
marked depreciation; curious it is to note 
the general reluctance to assign the right 
reason. The decline in the purchasing 
power of paper money was in obedience to 
the simplest laws in economics, but France 
had now gone beyond her thoughtful states- 
men and taken refuge in unwavering optim- 
ism, giving any explanation of the new dif- 
ficulties rather than the right one. 

“Long before the close of 1791 no one 
knew whether a piece of paper money rep- 
resenting a hundred livres would, a month 
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later, have a purchaisng power of ninety or 
eighty or sixty livres. The result was that 
capitalists feared to embark their means in 
business. Enterprise received a mortal 
blow. Demand for labor was still further 
diminished; and here came a new cause of 
calamity; for this uncertainty withered all 
far-reaching undertakings. The business 
of France dwindled into a mere living from 
hand to mouth. 

“The consequences of these over-issues 
now began to be more painfully evident to 
the people at large. Articles of common 
consumption became enormously dear and 
prices were constantly rising. Orators in 
the Legislative Assembly, clubs, local meet- 
ings and elsewhere now endeavored to en- 
lighten people by assigning every reason 
for this depreciation save the true one. 
They declaimed against the corruption of 
the ministry, the want of the patriotism 
among the Moderates, the intrigues of the 
emigrant nobles, the hard-heartedness of 
the rich, the monopolizing spirit of the 
merchants, the perversity of the shopkeep- 
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ers,—each and all of these as causes of the 
difficulty. 

“To spread terror, the Criminal Trib- 
unal at Strassburg was ordered to destroy 
the dwelling of anyone found guilty of sell- 
ing goods above the price set by law. The 
farmer often found that he could not raise 
his products at anything like the price re- 
quired by the new law, and when he tried 
to hold back his crops or cattle, alleging 
that he could not afford to sell them at the 
prices fixed by law, they were frequently 
taken from him by force and he was for- 
tunate if paid even in the depreciated flat 
money,—fortunate, indeed, if he finally es- 
caped with his life. 

“Interesting is it to note in the midst of 
all this the steady action of another simple 
law in finance. Prisons, guillotines, enact- 
ments inflicting twenty years imprisonment 
in chains upon persons twice convicted of 
buying or selling paper money at less than 
its nominal value, and death upon investors 
in foreign securities, were powerless. 

“But on the 18th of February, 1796, at 
nine o’clock in the morning, in the pres- 
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ence of a great crowd, the machinery, 
plates and paper for printing assignats 
were brought to the Place Vendéme and 
there, on the spot where the Napoleon 
Column now stands, these were solemnly 
broken and burned. 

“And finally, as to the general develop- 
ment of the theory and practice which all 
this history records; ‘How did it come;’ 
‘What did it bring;’ and ‘How did it end?’ 

“Tt came, by seeking a remedy for a com- 
paratively small evil, in an evil infinitely 
more dangerous. To cure a disease tem- 
porary in its character, a corrosive poison 
was administered, which ate out the vitals 
of French prosperity. 

“It progressed, according to a law in so- 
cial physics which we may call the ‘law of 
accelerating issue and depreciation.’ It 
was comparatively easy to refrain from the 
first issue; it was exceedingly difficult to re- 
frain from the third and those following 
was practically impossible. 

“Tt brought, as we have seen, commerce 
and manufactures, the mercantile interest, 
the agricultural interest, to ruin. It brought 
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on these the same destruction which would 
come to a Hollander opening the dykes of 
the sea to irrigate his garden in a dry sum- 
mer. It ended in the complete financial, 
moral and political prostration of France 
—a prostration from which only a Napol- 
eon could raise it.” 

Macauley in his world famous book 
“History of England” gives the following 
vivid description in the period of the 
Reign of William III 1695: 

“The evil was felt daily and hourly in al- 
most every place and by almost every class; 
in the dairy and on the threshing floor, by 
the anvil and by the loom, on the billows of 
the ocean and in the depths of the mine. 
Nothing could be purchased without a dis- 
pute. Over every counter there was wran- 
gling from morning to night. The work- 
man and his employer had a quarrel as reg- 
ularly as the Saturday came round. On a 
fair day or a market day the clamours, the 
reproaches, the taunts, the curses, were in- 
cessant; and it was well if no booth was 
overturned and no head broken. No mer- 
chant would contract to deliver goods with- 
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out making some stipulation about the 
quality of the coin in which he was to be 
paid. Even men of business were often be- 
wildered by the confusion into which all 
pecuniary transactions were thrown. The 
simple and the careless were pillaged with- 
out mercy by extortioners whose demands 
grew even more rapidly than the money 
shrank. The price of the necessaries of 
life, of shoes, of sale, of oatmeal rose fast. 
The labourer found that the bit of metal, 
which when he received it was called a 
shilling, would hardly, when he wanted to 
purchase a pot of beer or a loaf or rye 
bread, go as far as a sixpence. Where ar- 
tisans of more than usual intelligence were 
collected in great numbers, as in the dock- 
yard at Chatham, they were able to make 
their complaints heard and to obtain some 
redress. But the ignorant and helpless 
peasant was cruelly ground between one 
class which would give money only by tale, 
and another which would take it only by 
weight.” 

The good old U.S. A., today the leader 
of the World, was as bad a sinner as any 
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of the other countries in years gone by, un- 
believable as this may seem today. .... 

In a book entitled “Life of General De 
Kalb” (who died in 1780 in the battle of 
Camden), the following passage referring 
to the Continental money appears: 

“He had to pay four hundred dollars for 
a hat; for a pair of boots the same. He 
wanted a good horse, but was asked a price 
equivalent to ten years’ pay. My six 
months’ earnings will scarce defray the 
most indispensable outlay of a single day. 
—-For a bed, supper, and grog for myself, 
my three companions, and their servants, I 
was charged, on going off without a break- 
fast next day, the sum of eight hundred and 
fifty dollars.” 

“Gouge, in his “Fiscal History of Tex- 
as’’ gives the following vivid description of 
issuance of paper by the Treasury of the 
“Republic of Texas”: 

“Tn all, from first to last (1836 to 1841), 
the amount of notes, bills, drafts, bonds, 
ete., issued by the Treasury of the Republic 
of Texas, and serving to a greater or less 
extent as a ‘circulating medium,’ amounted 
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to $13,318,145, or at the rate of more than 
two hundred and sixty dollars per head of 
the entire population. If paper issues 
serving as money could have made a peo- 
ple rich, the Texans ought to have been the 
richest people in the universe. In January, 
1839, Texas treasury-notes were worth 
thirty-seven and a half cents; in 1841 from 
twelve to fifteen cents; and in 1842 it re- 
quired in the characteristic language of the 
times, ‘fifteen dollars in treasury-notes to 
buy three glasses of brandy-an-water with- 
out sugar.” By this time there was little 
circulating medium of any kind in Texas; 
but this was no great calamity, as the peo- 
ple had but little left to circulate. The 
evils the system did were immense, and 
such as for which, even were it so disposed, 
the Government could afford no compensa- 
tion to the sufferers.” 

Breck’s “Sketch of Continental Money” 
contains the following passage: 

“The morals of the people were cor- 
rupted (by the Continental irredeemable 
money) beyond anything that could have 
been believed prior to the event. All ties 
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of honor, blood, gratitude, humanity, and 
justice were dissolved. Old debts were 
paid when the paper money was worth no 
more than seventy for one. Brothers de- 
frauded brothers, children parents, and par- 
ents children. Widows, orphans, and oth- 
ers were paid for money lent in specie with 
depreciated paper.” 

Incidentally our expression, “I don’t 
care a continental” finds its origin in the 
history of the continental money. 

The continental money, better known as 
“Continental Currency,” had been origin- 
ally issued to represent specie, and the 
faith of Congress was pledged for its re- 
demption. It was designated to be used as 
currency, and the provisions and supplies 
for the army were paid for in them. The 
first issue was made in June, 1775, the 
amount being $2,000,000 and it was fol- 
lowed a month later by the issue of another 
million. The credit of the country was 
still good, and the notes were rapidly cir- 
culated. At the end of 1776 $20,000,000 
was outstanding. This value then began to 
decrease. To offset this depreciation, Con- 
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gress continually increased the amount in 
circulation and in 1779 $242,000,000 had 
been issued. At this time one silver dollar 
would purchase $30 of continental money. 
The continental money continued to de- 
preciate until in 1781 it became entirely 
valueless, and had it not been for the Neth- 
erlands who agreed to loan America a large 
sum of gold, and for the King of France 
who did the same, the continental army 
might have had to give up the struggle 
against the British, for American liberty. 

Then again in Henry Bronson’s “Nature 
and Office of Money” we are reminded of 
the Civil War period: 

“In December, 1861, a poor soldier’s 
widow put into the savings-bank two hun- 
dred dollars in specie, and then removed 
with four young children to California. 
In July, 1864, when gold stood at two hun- 
dred and eighty, ($280 paper dollars for 
$100 gold dollars), she sent for her money. 
In return, she received a gold draft for 
eighty-three dollars, accrued interest at six 
per cent, included.” 

Is the same not happening all over to- 
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day? Is bad money not returned for good 
money, which prior to the war had been 
put into savings banks, bonds, etc.? Are 
not debtors all over the world repaying 
debts in depreciated money? Is this right? 
No! Is it advocated? Yes! Few ques- 
tion the legality of such transactions. A 
man who prior to the war owed somebody 
in Germany 400,000 marks,—then equal to 
about $100,000, and who had only $1,400, 
was on the point of being made bankrupt 
when the war broke out. Today with 
400,000 marks being worth about $1,400, 
he can pay his creditor in full, although 
this creditor, with those marks, can per- 
haps only buy one-twentieth part of what 
he could have bought prior to the war. It 
seems all wrong does it not? And, of course, 
it is: only we don’t as yet see it that way, 
used as we are to think that ‘money is 
money!’ 

It would seem extraordinary to think 
that throughout the ages there should have 
been in the U. S. A. able people advocating 
the use of money without intrinsic value. 


In 1875, R. E. Thompson in “Social Sci- 
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ence and National Economy” said: ‘The 
precious metals have many qualities which 
fit them for use as coin money. Their de- 
fects are their weight and their intrinsic 
value as commodities!” 

One of the most flagrant errors against 
all sense of political economy is made by 
Charles Moran in 1875 in his study 
“Money, Currency and Banking”: 

“The moment it is perceived that money 
is nothing but a token, it becomes evident 
that any token, currently accepted in ex- 
change of useful services and products of 
labor will perform the proper functions of 
money without regard to the material of 
which it is made; and that the less costly 
the material out of which money is made, 
the better for the community that uses it.” 

A short stay among my beloved island- 
ers would have done Mr. Moran a world 
of good! 

He would have learned more practical 
wisdom in Robinson Crusoe’s simple log- 
cabin than in his luxurious New York of- 
fice. 
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CHAPTER SIX 


In which for the first time appears the 
Golden Horde. 
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CHAPTER VI 


In which for the first time appears the 
Golden Horde 


VERYTHING comes to the man 
K who waits; but,” said the old 
Yankee, “the man who goes after 

it gets it quicker!” 

In this case however, no one knew what 
to go after, but the solution of the island’s 
problems one day came as a thunderbolt 
from the blue sky. 

A man, walking across the rocks on the 
west side of the island, picked up a small 
piece of brightly shining metal. It had 
been lying there exposed to the weather 
and rain; yet it had a remarkable bright- 
ness. The more he rubbed it, the brighter 
it shone. 

Further searches brought forth more nug- 
gets. Men set out with pickaxes and 
shovels, and before long discovered a vein 
containing the same metal in the side of 
one of the largest rocks. 

Upon testing the metal, they found that 
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it possessed some remarkable qualities. It 
could be melted, hammered, bent and 
twisted, without loosing its brightness, 
whilst the admixture of the slightest im- 
purity or alloy immediately would change 
its color. 

Small wonder, that Robinson Crusoe 
upon careful reflection repeated the winged 
word of Pythagoras: “Eureka”’—I have 
found—, and suggested the use of this 
metal as money. His reasons were sound 
and manifold, the principal being: 

a. Fire, water, air or other destructive 
elements had no effect on it. 

b. Every piece of it, large or small, pos- 
sessed all the attributes of every other piece. 

c. Small pieces could be united into 
large, and the latter divided into small 
pieces, without loss or difficulty. 

d. The remarkable change of color, re- 
vealing immediately the admixture of any 
alloy or impurity would be the very best 
test of the purity. 


“Gold,” he called it. “Gold,” the World 
called it. 
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“Gold,” just one little magic word of 
four letters: in French two letters only— 
“Or”—; and yet at its feet the World for 
centuries has laid prostrate! 

The one thing, which rich and poor, 
humble and powerful have always craved 
for above anything else! The one thing, 
which under almost any circumstances, man 
has been willing to take in exchange for 
anything else, even for honor, morality, 
creed and life itself! 

“Gold!” used by the Pagans to symbol- 
ize their Gods: by the civilized countries 
to commemorate their great men, by im- 
pressing their efhigies on medals! 

“Gold”—to reward the honest: to bribe 
the crook! 

Sings Mephisto in Faust of the adora- 
tion of the Golden Calf, and the exaltation 
of the people of all nations—“‘Et Satan 
conduit le Bal—Satan leading on the hordes 
of wild dancers..... 

Gold was adopted as a medium of ex- 
change by the islanders. It suited them in 
every respect. 

At first its purchasing power was very 


64 “THE GOLDEN HORDE” 


large, and consequently everybody tried to 
get it. The baker closed his oven: the 
butcher let the cows bellow in the fields: 
the farmer neglected his farm: the only 
one really busy being the blacksmith who 
had to work day and night to supply the 
people with shovels and pickaxes. 

Again for a time it looked as if every- 
thing was all wrong on the island, because 
everybody was neglecting ‘his own business, 
but soon the surface deposits of the gold 
became exhausted, and hard labor and dig- 
ging had to be done to produce it, whilst at 
the same time on account of the greater sup- 
ply, it had lost considerable of its value; as 
a matter of fact, a “gold-digger” had to do 
a day’s hard labor under trying conditions 
to make “a bare living” for himself and 
his family. 


Gold having decreased in value and be- 
come hard to produce, the skilled workman 
pretty soon returned to his own business. 
The baker again lit his oven—the butcher 
once more slaughtered an ox: the farmer 
again hitched the old mare to the plough 
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and got busy: and soon, most of the un- 
skilled hands followed, leaving behind 
them only a few who were still under “the 
spell of the Yukon” awaiting riches, hop- 
ing all the time to strike a bonanza. 

The supply of gold began to diminish, 
partly through non-production, partly 
through its leaving circulation on account 
of somebody having started making golden 
trinkets, bracelets, etc., and before long 
gold in relation to other commodities be- 
gan to increase in value. 

Once more it would pay a man to go out 
and do a day’s hard work of “gold dig- 
ging.” But as soon as others heard of it, 
they began to follow his example, with the 
result that this continued, until an equaliza- 
tion of results from labor in gold digging 
and labor in other employments, was again 
established. 

And in the course of years, as this pro- 
cess went on, the islanders began to perceive 
very clearly, and much better than we ever 
perceive this in our every day’s work, that 
gold, in addition to its natural purchasing 
power on account of its desirability, did 
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possess two very special attributes, which 
above all made it unusually fit to serve as 
money: 

a. It had become a measure of value, by 
which, as by a yardstick, all other com- 
modities might be measured. 

b. Its purchasing value was so constant 
even under conditions when the value of 
most other commodities would be de- 
stroyed, that possession of gcld always 
meant possession of real permanent value, a 
thing which could never be appreciated 
sufficiently. For what assurance did the 
men owning a herd of cattle have, that some 
day it might not be stricken and destroyed 
by some horrible disease? 


But let us go back a few steps to the 
days when gold was adopted by the island- 
ers as the universal yardstick of value and 
medium of exchange. | 

At first, everybody carried around the 
gold as it had been found: in small nuggets, 
in dust, etc., using little scales to weigh it 
whenever a purchase was made, but soon 
enough this method of payment became 
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a Ttitetils the! good old'islanders, under 
the chatm/ ofthe! Golden Horde bdban to 
cheat each other; by Seba imparts and 
alloy: with «the potd.1> leonon of} 101 
oi Fortunateby): hodeVenii RobinssioCrioe 
athis!| memory be blessed ‘remertibered) 
that in ‘years gone ‘by/'in foreign countries 
they! had used) coing! of various sizes) weight 
and fineness?’ coins that-had been niade’in 
the! -Government mints; >that contained” ‘a 
céftainsamountlof pare gold and a’certain 
amount of alloy which process once atid’ for 
all had done away with the difficulty’ of 
testing? the ‘purity of*the goldPq osm s00 
Ata special meéting ofthe islanders; fol: 
lowing a‘brief introductory explanation by 
Robinson Ctusoe, iti was decided to build'a 
logcabin in which gold coins of various 
sizes could be minted: the cabin to be called 
“Robinson Crusoe’s Mint’; the coins 
the “Crusoe”: the “double Crusoe”: the 
“half Crusoe”: the “Friday,” and the “half 
Friday.” 

To this place everybody could go with 
his gold, and receive in exchange whatever 
he was entitled to. 
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But it was not all gold that glittered! 

In the beginning the fascination of the 
Golden Calf once more proved too much 
for the honest islander, and counterfeiting 
and “coin trimming” became a favorite 
passtime, but as the coins grew smaller in 
size, and different in color, the fraud was 
soon detected and finally stopped by Rob- 
inson Crusoe, when in a passionately de- 
livered address before the special meeting 
of islanders, he threatened “‘to hang the 
first man who was caught counterfeiting or 
trimming coins!” 

One man paid the penalty, but after that, 
no one ever trimmed coins anymore, every- 
body sorrowfully but strictly adhering to 
the commandment: “Thou shalt not steal!” 
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CHAPTER SEVEN 


In which for the first time appears 
the Paper Horde 
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CHAPTER VII 


In which for the first time appears 
the Paper Horde. 


S time went on, methods of doing 
A business on the island gradually 
changed. 

Two towns developed: the one on the 
West side, called West-Island, the other on 
the East side, called East-Island; both sep- 
arated by a dense forest almost five miles 
long. 

A brisk business between the two cities 
was being transacted, and daily many peo- 
ple were seen going up and down between 
the cities, carrying large bags of gold in 
order to pay their debts. But, as might be 
expected under such circumstances, once 
more the lure of the Golden Horde was too 
much for several of the “honest” islanders, 
and every now and then somebody would 
return home minus his bag of gold, whilst 
way up in the mountains a faint cloud of 
smoke would indicate the distant campfire 
of a brigand..... 


—— 
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To obviate this danger, it was necessary 
to obviate the carrying of gold: to obviate 
the carrying of gold, it was necessary to 
find a system by which the sending of gold 
could be avoided; at least be minimized to 
periodical sending, say once a month. 

Robinson Crusoe, upon serious reflection, 
came to the conclusion that, when A. in 
East-Island had to pay B. in West-Island, 
whilst C. in West-Island had to pay D. in 
East-Island, it would be easier, safer and 
wiser for A. to ask C. to pay B. for A’s ac- 
count, and for A. to agree to pay D. for C’s 
account. 

With this principle as a basis, he advised 
the people in both cities, to give each other 
written orders for payment of a certain 
amount of gold on each other, which each 
reciprocally agreed to pay to the part whose 
name was written in the order, and then at 
regular intervals settle their accounts by 
offsetting one order against another. 

For instance, A. would ask C., who was 
buying corn from him all the time, to pay 
ten different people certain sums; whereas 
C. would ask A. who had become his best 
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customer for bread, to pay twenty different 
people certain sums: this would be done by 
sending the creditors written orders for 
gold payments from C. on A., or from A. 
on C. 

These “gold-orders” finally became, 
what we today know as “bills of exchange.” 

As a curio I have below given a repro- 
duction of the first gold order ever issued 


Reproduced by Courtesy of the Museum of Historic Relics at Lisbon 
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by Robinson Crusoe on his faithful servant 
Friday, who long since had become a pros- 
perous butcher. 

This method of payment, exceedingly 
primitive and open for serious abuse in 
many respects, however soon suggested a bet- 
ter and safer idea. 

“How will I know,” said a shrewd 
old Missourian, ‘“‘when I receive a gold 
order, which I use to pay some one else, and 
some one else in turn to pay a third party, 
and so on, how will I know, that the gold 
will be there when the order is presented 
to the man on whom the order is issued?” 

“And why,” said others, ‘‘should we 
carry gold at all; surely some scheme could 
be invented by which this could be obviated 
altogether?” 

Again Robinson Crusoe’s master mind 
suggested the solution. “We'll build a 
house,” said he, “in which gold can be de- 
posited, and where anybody depositing 
gold, will receive in return a receipt or re- 
ceipts in bearer form, in whatever demon- 
inations he desires, from one-half Friday, to 
fifty double-Crusoes up; each representing 
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exactly the amount of gold so deposited. 
This gold will be guarded day and night 
by an armed guard, and will be returned 
to the holder of the receipts, whenever he 
desires sol” 


This idea was a masterpiece of common 
sense; everybody applauded it. And be- 
fore long gold receipts were circulating and 
being received in payment, and regarded 
as equally good as the gold itself. 

They were: they represented real gold! 
And so it came to pass that the islanders 
adopted paper currency, as a substitute for 
gold. | 


At this juncture it may be of interest to 
go back for just a moment, to real historic 
days. 

In 1171 we find the foundation of the 
Bank of the Republic of Venice. Venice 
in those days was at war and needed money. 
The merchants of Venice were called upon 
to deposit their gold with the bank, and 
were given credit for gold so deposited on 
the books of the bank. These credits were 
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transferable in the names of other people, 
both in full or in part, and soon a system 
of transferring credit was established which 
was used by all merchants in their business 
transactions. This continued for soo years! 


But, to return to our friends! Paper 
currency was changing hands without any 
trouble: everybody knew that it repre- 
sented gold, and no one hesitated taking it, 
because of its being convertible at all times 
into gold. 

Since then most civilized countries have 
followed the islanders example, but, in a 
way, have deviated from the very sound 
principle laid down by Robinson Crusoe, 
by allowing the issuance against gold de- 
posited, of more receipts than the actual 
amount of the gold; usually about twice as 
many. 

Yet, this system until the War of 1914 
has always worked satisfactorily. Why? 
In a way, because the Government of a civ- 
ilized State having agreed to convert the 
gold; receipts into gold at any time, al- 
though in reality not more than 50% to 
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60% of the actual gold is in its posses- 
sion, has a sufficiently strong psychological 
hold on the public,—which since child- 
hood has been used to paper currency, 
and usually knows nothing but that it is 
“money,” and that as such it has a purchas- 
ing power of so much—, to make it accept 
this paper as intrinsically worth 100% in 
gold. 

It is for this reason that, even though the 
ratio of gold deposited against gold re- 
ceipts (banknotes) may diminish and grad- 
ually dwindle down into a very small per- 
centage, the public as such fails to grasp its 
real meaning and fails to acknowledge the 
absolute necessity of sufficient gold de- 
posits, and continues,—as we see it demon- 
strated so clearly today—, to accept in good 
faith a medium of exchange which in real- 
ity has very little or no value. 

This is only possible because they have 
always known a mark to be a mark: a 
guilder to be a guilder, etc. 

And in connection with what has been 
said with regard to the islanders’ paper 
currency (gold receipts, fully secured by a 
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CHAPTER EIGHT 


In which war ts declared: for the first time 
a real bond issue and a real paper cur- 
rency issue are made by Robinson 


Crusoe, and what happened. 
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CHAPTER VIII 


In which war is declared: for the first time 
a real bond issue and a real paper cur- 
rency issue is made by Robinson 


Crusoe and what happened. 


LL of us who have read Robinson 
A Crusoe remember the cannibals 
from whom Friday had escaped: 

so did Robinson Crusoe! 

For a long time he and the islanders had 
been living in peace and happiness, until 
one day upon the horizon countless canoes 
made their appearance, each of them man- 
ned by three cannibals armed to the teeth. 
Soon they were within calling distance 
from the shore, brandishing their spears, 
ready to attempt a landing. 

War had fallen upon the islanders: a 
war that had to be fought to a finish and 
might last many years. 

Robinson Crusoe immediately called to- 
gether the members of his Government, in 
order to discuss with them the ways and 
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means to carry on the war, and to stand the 
vast expenditure that was necessary. 

The Government itself possessed nothing 
of real value, as can be readily understood. 

It was decided to ask the people for 
loans, to be repaid after the war was over. 

The islanders responded cheerfully. 
Some gave one thing, some another. Some 
commodities, others services. 

In return for all this, the Government 
gave them a piece of paper containing a 
promise to repay the value of the commodi- 
ties or services borrowed. 

These promises were of two kinds. In 
the one a fixed time for repayment was stip- 
ulated: this promise carried interest, and 
was commonly called a “bond.” The 
other kind, although containing a definite 
promise to pay, carried no fixed time for 
repayment, and did not carry any interest. 
They were written on blue paper and were 
nicknamed “bluebacks.” 

The appearance of the bonds apparently 
was a very welcome one, but the “blue- 
backs” at first greatly puzzled the islanders. 
They realized the advantage of having 
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bonds and put them away carefully, be- 
cause the bonds were going to bring them in 
some interest; but the “bluebacks” which 
did not bring them anything, were a little 
too much for their imagination. 

They looked like the gold certificates 
they had been used to; had the same “prom- 
ise to pay,” but lacked the words “converti- 
ble into gold at any time.” .. 


What was this paper? Just a mere 
promise from a Government at war, or did 
it have a real intrinsic value like the gold 
certificates? They did not grasp it. 

Yet, in both pieces of paper the Govern- 
ment “promised to pay”, and that sounded 
well, and, to nobody’s surprise bluebacks 
and gold-certificates soon were circulating 
as if both were one and the same thing. 
~ The Paper Horde was coming in: irre- 
deemable paper currency had made its 
bow before the public! 

And the people just as simple-minded 
with regard to money matters as they are 
today, accepted it in good faith, because 
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they took it for granted that: “money was 
money!” 

Yet, it was not, and I will tell you why, 
because it will help you to see at a glance 
where the trouble lies today, when the 
World on account of depreciated currency, 
is rocking on its very foundations. Again 
it is very simple indeed: a child can see it. 

The real difference between the old gold 
certificates and bluebacks was the follow- 
ing: the certificates represented an actual 
deposit of gold in Robinson Crusoe’s prop- 
erly guarded log-cabin: an actual accumu- 
lation of something, that everybody 
wanted: of something, that represented the 
countervalue of labor, and everything it 
could produce: in other words... . the 
countervalue of “wealth!” 

On the other hand, however, the “‘blue- 
backs,” given in exchange for commodi- 
ties, services and labor, or generally speak- 
ing,’ im exchange for wealth,’—-which 
subsequently was used up and destroyed in 
fighting the cannibals—, represented noth- 
ing but an “actual destruction” of almost 
everything useful and desirable. 
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But as stated repeatedly, the people did 
not realize this, because they thought, 
that: “money was money,” and_ thus 
“wealth!” 

Small wonder that, as the war continued 
and the issue of this kind of money in- 
creased pari passu with the destruction,— 
just as has happened in 1914 and subsequent 
years—, everybody became richer and 
richer, until it seemed that the more and 
the quicker they destroyed, the richer they 
would be. 

The Government had written on these 
bluebacks that it would pay... ., and the 
spell of these magic words was too much 
for our poor islanders, especially so when 
the bluebacks were actually such extremely 
useful things in facilitating the daily inter- 
change of business. 

Yet, gradually, when more and more 
bluebacks got into circulation, the people 
began to realize that after all they did not 
represent actual gold, and that some day 
there might be serious trouble. The blue- 
back, not convertible into gold or anything 
else, began to lose its stability. It was no 
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longer a constant measure of value. The 
islanders had begun to differentiate between 
gold-certificates and bluebacks, and where 
formerly a “gold-certificate for one Golden 
Crusoe’ had circulated at the same value as 
a “blueback for one Crusoe,’ it was not 
long before it took two bluebacks of one 
Crusoe each, to buy one gold-certificate of 
one Golden Crusoe..... 

The irredeemable paper currency had 
begun to fluctuate; and the longer the war 
dragged along, the heavier the fluctuations 
became, and the lower level was reached. 


In our modern World we are going 
through exactly the same process, although 
we only have one kind of paper currency, 
formerly convertible into gold, now irre- 
deemable so long as the various govern- 
ments refuse to exchange it against gold. 

The currency we knew in 1914 in many 
European countries, does not represent 
very much actual gold any more, and be- 
cause it cannot be exchanged upon demand 
against gold—the barometer of all values 
—, it has become a commodity, subject to 
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the law of demand and supply: worth as 
much as someone will give for it! 

Small wonder, that under the above cir- 
cumstances nobody on the island was pre- 
pared to take any chances. Who could af- 
ford to sell something and take payment in 
bluebacks, when he did not know whether 
his money would be worth 50%, 25%, or 
10% of its face value the next day? Con- 
sequently, in order to solve the problem, 
everybody when selling, would add a sufhi- 
cient amount to safeguard him against a 
loss at some future time. 

And in due course, as the war kept drag- 
ging along, a situation arose so very sim- 
ilar to the one through which our world 
is passing today, that it would seem ex- 
tremely interesting to once more quote a 
few pages from my pet “Robinson Crusoe’s 
Money”: 


“The people on the island clothed them- 
selves largely in cloth made in foreign 
countries; and as the island currency was 
non-exportable, the cloth was paid for by 
exporting gold, or commodities which 
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could readily be exchanged in other coun- 
tries for gold. The cloth thus purchased 
with gold, was made up into clothing by 
the ‘ready made’ clothing dealers in the 
cities, and sold in this form for currency, 
to smaller or retail dealers, on a credit of 
from three to six or nine months. Had the 
currency involved in this transaction 
throughout been gold, or certificates rep- 
resenting deposits of gold, the credit-price 
of the ready-made clothing would have 
been the same as the cash price, with a small 
amount additional toe represent interest on 
the credit-time, and a possible risk of non- 
payment; and the seller would never, for 
one moment, have taken into consideraticn 
the question whether the currency in which 
he was to be paid, three, six or nine months 
afterward, would have the same value or 
purchasing power which it had on the day 
the debt was contracted. He might have 
doubted whether his customer would pay 
him at all, but he never would have doubted 
about the quality of that which he was en- 
titled to receive as payment. But as the 
currency involved in the transaction after 
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the cloth was made into clothing was neither 
gold nor anything which represented gold, 
nor any other valuable commodity and 
therefore, like a ship without a rudder, or 
a locomotive without a track, was sure to 
be unreliable as an exchanging instrument- 
ality, the seller knew to a certainty that, 
what he was to receive in payment of his 
goods, three, six or nine months afterwards, 
would not have the same value or purchas- 
ing power that it had on the day the debt 
was contracted. It might be greater, it 
might be less, but the seller never would bet 
on the former contingency, nor allow for 
it deducting anything from the credit price 
of his goods, for to. do so, would be to dis- 
card in anticipation a possible incidental 
profit. But he always, as a matter of safety, 
felt obliged to bet on the latter contingency, 
and then cover the bet by adding corre- 
spondingly to the price of everything he 
sold on credit. When by reason of the dis- 
turbed condition of things, the purchasing 
power of the currency fluctuated greatly in 
brief intervals, the seller on all his time 
sales bet in favor of great risks, and bet 
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differently every day, adding ten, fifteen, 
twenty, or even thirty per cent to his prices 
over and above the general aggregate rep- 
resenting cost, profit, interest and ordinary 
risk, in,order to make sure of receiving cur- 
rency of sufficient purchasing value to en- 
able him to buy back as much gold as he 
was obliged to give for the cloth originally. 

“When, on the other ,hand, the fluctua- 
tions in the purchasing power of the cur- 
rency became limited, the bet-percentage 
added to price became also limited, and fol- 
lowed a somewhat general rule. Thus, 
when a cloth-dealer sold goods on three 
months’ credit for currency the purchasing 
power of which was so much less than gold, 
that it took one hundred and fifteen of cur- 
rency to buy one hundred in gold, he added 
five per cent to his sale price, or, in other 
words, he bet that the depreciation of cur- 
rency at the end of three months would be 
indicated by one hundred and twenty for 
gold; while for a credit longer than three 
months, he bet that the risk of depreciation 
would be greater, and added, to cover this 
risk, an average of ten per cent to his price. 
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If now, at the end of three months, it re- 
quired one hundred and twenty-five in cur- 
rency to buy one hundred in gold, the 
dealer lost five per cent through the pay- 
ment of his debt. But if, on the other hand 
the fluctuation of the purchasing power of 
the currency was the other way, and it re- 
quired at the end of the three months only 
one hundred and ten of currency to buy a 
hundred in gold, he made ten per cent over 
and above his ordinary and legitimate 
profit, while an equivalent burden or loss 
fell on the consumers. As the dealers were 
shrewd, the result of this betting was rarely 
a loss and so constantly profit, that some 
dealers after a while came to regard the 
obtaining of this kind of profit as the main 
thing for which all business was instituted; 
while others, more clear-headed and dis- 
cerning, concluded that the wisest and easi- 
est way to get rich was to bet directly on 
the varying quantity of currency which it 
would take from day to day to buy the 
same quantity of gold, or other valuable 
commodities, instead of attempting to do 
the same thing indirectly, through selling 
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goods to stores, stocks of goods, clerks, 
books, credits, and the like. The last cate- 
gory, accordingly, wound up their business, 
and, in the language of the day, ‘went on to 
the street’ and made their living by ‘selling 
on time’—selling for delivery on a future 
date—, what they,did not possess, and ‘buy- 
ing on time’ what they never expected to 
receive; reckoning profit or loss according 
to the difference in prices growing out of 
the fluctuations of the currency between the 
day of buying or selling, and the day of re- 
ceiving or delivering. In short, as with the 
magic fiddle in the fairy tale, which, when 
played upon, made everybody dance, no 
matter whether in the brambles or on the 
plain, so the use on the island of a cur- 
rency which continually fluctuated in pur- 
chasing power, made everybody gamble 
that could; some because they liked to, and 
others because they had to, to protect them- 
selves from losses. The masses who could 
not conveniently gamble, tried to protect 
themselves by asking high prices in return 
for their services, or by giving less in pro- 
portion to what they received; but, in the 
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long run, they learned by hard experience 
that they were not as well off as they ex- 
pected to be; and that if one effect of an 
over abundant, non-equivalent-to-any-thing 
currency was to stimulate production, an- 
other and greater effect of it was, to un- 
equally distribute the results of production, 
transferring from those who had little to 
those who had much, and thus making the 
rich richer, and the poor poorer.” 

A vivid description indeed, and a very 
simple one too, reflecting so truly all that 
is happening in Germany, Austria, Poland, 
Russia, “e tutti quanti” today! 

What a remarkably clear insight in mat- 
ters financial the author of that little gem 
had! What a lesson for Lenine, Tchitcherin 
and Rakowsky..... 

And how much more understandable this 
is to the man in the street, than, all the seri- 
ous articles which are being written by so 
many leading econmists and financiers to- 
day! 

The World still revolves around cold 
facts, and not around theory..... 
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CHAPTER NINE 


When peace broke out..... 


“THE GOLDEN HORDE” 97 


CHAPTER IX 


When peace broke out..... 


T last the war came to an end. The 

A Cannibal-Kaiser, utterly defeated, 

fled with, what was left of his 

hordes, and the islanders once more could 
sleep in peace and happiness. 

Hugh quantities of commodities had 
been wasted and destroyed,—as a matter 
of fact almost everything that had ever been 
produced—, and there was no _ possible 
means of imposing any indemnity on the 
cannibals, who apart from canoes, spears, 
bows and arrows did not own anything 
worth while, and had always been used to 
living from hand to mouth. And yet, no 
one felt poor! . Curiously enough every- 
body felt rich, astounding as it may sound, 
just the same as was the case in so many 
countries after the war of 1914. 

There was money galore! And, money 
was wealth! 

Everybody had kept the bluebacks and 
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so everybody was rich, and the quantity of 
bluebacks was so abundant, that ways and 
means had to be found to make them 
“work.” All kinds of schemes were de- 
vised: railroads, steel companies, oil com- 
panies, waterpowers, mostly things that 
were absolutely unnecessary in that vicinity, 
and the shares in these companies found 
ready buyers among the nouveau-riches on 
the island. A stock exchange was formed 
in which the various securities were actively 
dealt in, and sure enough, not many months 
later a boom set in during which the wild- 
est speculation ever known was witnessed. 
Robinson Oil soared to 2,500%, Crusoe 
Steel to 1,300%, Friday Light & Power to 
1,100%, Cannibal Coal to 800%: in short 
the entire population positively went gam- 
bling mad. 

What was the use of working? What 
real recompense was there in labor and 
economy? 

Yet, others stuck to producing and work- 
ing hard, the workers tempted by the con- 
tinuously increasing wages, the employers 
by the ever increasing prices of their prod- 
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ucts, but all possessed by the one idea: “‘to 
make as much money as possible and then 
retire.” 

Little, however, did they figure that be- 
hind all this money, there was no real 
wealth, because whatever commodities had 
been given in exchange for it, had been de- 
stroyed. Therefore, higher wages meant 
nothing to the laborer, when the price of 
everything else was correspondingly higher 
too: the higher price obtained for his prod- 
ucts meant nothing to the producer, when 
he had to pay correspondingly higher for 
labor, and everything else. 

Furthermore, a higher price did not 
mean a higher value either, because it was 
only the result of a lesser value of the 
money. 

And it was therefore true, strange as it 
may sound, that the higher the prices rose, 
and the more money everybody had and 
earned, the nearer they were coming to 
wreck and ruin, because, just as sure as the 
day came when Troy was destroyed, the 
day would come when all the money of the 
island would not pay for the cost of a square 
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meal. At that time the millionaire pro- 
ducer, who had sold all his goods at a tre- 
mendous profit would find himself a bank- 
rupt, whilst those who had purchased com- 
modities still would have something of real 
value: something tangible which had a 
certain value as compared with other ne- 
cessities of life. 


There were other contingencies to cope 
with. 

Since several years the islanders had been 
trading with foreign countries, selling them 
the surplus of what they produced, buying 
from them whatever they did not produce 
in sufficient quantity or not at all. But as 
their own money decreased in value, they 
also found that in order to buy commodi- 
ties abroad, they had to pay correspond- 
ingly more, which in turn meant, that the 
islanders had to pay more for the foreign 
goods than the foreigners themselves. 
They also found, that the lower the price 
of the money went, the more buying orders 
would come from abroad and the cheaper 
the foreigners got those goods; whereas the 
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poor islanders themselves had to pay more 
and more as a result of the continuous de- 
mand from abroad. 

On account of this extraordinary state of 
financial affairs, conditions on the island 
had begun to get out of gear, and as time 
went on they grew worse. 

The Government in its ambition to put 

things right and meet the ever increasing 
expenses, continued issuing bluebacks and 
paying with them: paper turned into 
wealth by the magic touch of the printing 
press! ; 
_ Gradually unrest began to fill the hearts 
of the hitherto so dapper and loyal island- 
ers. They began to hoard their own prod- 
ucts and services, afraid to exchange them 
for something that one day, all of a sudden, 
might become valueless. 

Robinson Crusoe, able a statesman as he 
had shown himself to be, but apparently 
beaten by the mysterious laws of econom- 
ics—in which two and two is always 
five and never four—, in desperation once 
more called a meeting of all the islanders, 
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and put the matter squarely and fairly up 
to them. 

The result of many long discussions was, 
that all came to the conclusion that the 
blueback currency was not worth anything, 
and that a continuance of the use of it could 
only mean a further disaster to all of them: 
would once and for all place them without 
the pale of modern civilization, and dis- 
credit them in the eyes of the entire world. 

It was therefore that they decided, to do 
away with the worthless paper, and start 
anew with a currency based upon a proper 
gold foundation. The lesson had been hard, 
but it had been a good one, and the adop- 
tion of the gold standard once and for all 
paved the way to prosperity and happiness. 


During our own Revolution one of the 
striking phenomena was the great display 
of luxury. Franklin wrote in 1779: 

“The extravagant luxury of our country 
in the midst of all its distresses is to me 
amazing.” 

Another writer says: 

‘Every form of wastefulness and extrav- 
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agance prevailed in town and country, no- 
where more than in Philadelphia under 
the very eyes of Congress,—luxury of dress, 
luxury of equipage, luxury of the table.” 

White in his famous ‘Money and Bank- 
ing” gives the following explanation for 
this: 

“This is not hard to understand. If a 
man owed $1,000 gold value and was en- 
abled to pay it with $100, he had $900 dis- 
posable for other purposes. As this money 
had not come by hard labor, he would nat- 
urally be somewhat free in spending it. 
He would give good dinners, drive fast 
horses, and buy fine clothes and jewelry for 
his family. It was the transfer of property 
from frugal persons to spendthrifts. While 
it continued, it gave a deceitful appearance 
of prosperity.” 


Again, at the present time, after the 
World War, what do we see? Tremendous 
business expansion in Germany: reckless 
throwing about of money in Berlin. Trav- 
ellers coming back from over there, tell us 
about the wonderful time they have had in 
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Germany: of the splendid food; of the extra- 
ordinary activity in business; of the closing 
of the Berlin Stock Exchange upon several 
occasions on account of the tremendous 
boom, in order to give employees breath- 


Yet, what happened to Robinson 
Crusoe’s little community after the war, is 
that not exactly what will happen to Ger- 
many and so many countries? Printing pa- 
per currency all the time, and issuing it as 
money... .a national fraud on a gigantic 
scale, can lead to only one end,—bank- 
ruptcy—, because behind all that paper, be- 
hind all that so-called “wealth,” is nothing 
but “a promise,” and this promise cannot 
be tulfitied: uk: 

Clear, is it not? To me just as clear as 
daylight! 


It is most interesting to again quote from 
‘Robinson Crusoe’s Money” what the 
divergence of opinion among the islanders 
at that time was: 

“Some thought that the honest thing to 
do, and because honest the best, was for the 
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government of the island to redeem its 
promises to pay on demand as rapidly as 
possible; that where they had borrowed a 
canoe of one man, cloth of another, spears 
of a third, or money of a fourth, they 
should return them, and not keep promis- 
ing and never doing. But even these did 
not agree as to the manner of thus paying. 
Some thought it was best to return the 
canoes, the iron, the cloth, and the money 
from day to day as the Government grad- 
ually acquired them. Others thought that 
a better way would be to accumulate each 
separate thing in a separate warehouse, and 
then when the warehouses had. after some 
years, become full, open the doors, and re- 
turn every man what had been borrowed of 
him all at once. But, as before pointed out, 
the Government never had, or could have, 
any canoe, cloth, iron, or money, except 
such as it obtained from the people: and, 
therefore, payment on the part of the Gov- 
ernment was really the same thing as pay- 
ment on the part of the people. But pay- 
ment of debts is something to which many 
people are constitutionally opposed; and 
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this scheme accordingly found many op- 
ponents, who alleged that, if it were carried 
out, it would deprive them of money, and 
consequently of instrumentalities for mak- 
ing their exchanges; while the real trouble 
with many of this class of people was, that 
they hadn’t anything useful, the products of 
their own industry, to exchange, and there- 
fore could get no money, unless they went 
to work, or, what was preferable, acquired 
it from somebody without consideration. 
“Besides the persons referred to, who 
either openly or by their indecision opposed 
fiscal reform, there were various other 
classes of obstructives. There were those, 
for example, who, during the war, were al- 
ways friends of peace, dressed: in, broad- 
brimmed hats and drab coats, and were at 
any time ready to compromise with the can- 
nibals, on condition that the latter should 
be satisfied with roasting and eating only 
the old men, the babies, and an occasional 
mother-in-law. All such, as a part of their 
peace policy, opposed the original issue 
and circulation of the bluebacks as some- 
thing arbitrary, illegal, and unnecessary. 
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When, however, the cannibals were driven 
away, these friends of peace in time of war 
at once changed their Quaker garb; be- 
came “friends of war in time of peace”; 
declared earnestly for the enlarged issue 
and continued use of the bluebacks, and, as 
a pretext for so doing, were willing, if 
necessary, to have another war, or, at least, 
an annual scare.” 

The psychological confidence trick of 
money inflation in general, and of this case 
in particular, is really exceedingly funny. 

Here were, say one thousand people run- 
ning together a little republic_—or what- 
ever one might call it—, of their own; 
printing paper money all the time on which 
was written: 

“Robinson Crusoe’s Government will pay 
to Bearer one Crusoe’, 
and accepting this paper all the time in 
payment for services, commodities, import 
duties and even as interest on their bonds. 

Who promised “to pay to Bearer” all this 
money? The islanders jointly and sever- 
ally! 
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Who were the owners of all this money? 
The islanders! 

They owned it and they owed it, did they 
note If that is true, then what did they own 
on balance? Nothing, or rather nothing 
plus a promise! A promise “to pay”! “To 
whomr” To themselves! ‘To pay”; in 
what? In paper, or in gold, or in goods 
or in services? 

“Tn papere” that again was nothing. 

“In gold?” there was no gold available 
in the treasury available! 

“In goods?” the government had no 
goods! 

“In services?” the government could 
render no services but administrative ones 
for which the people were paying already! 

Gold might be requisitioned from the 
people, but that was confiscation, and really 
meant nothing but that the people were 
paying themselves! 

Goods: the same applied to them! 

Services: the same applied here! Who 
wanted to render services, on behalf of the 
Government, to someone who intended to 
build a house without paying the Govern- 
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ment anything? Or who, owning a con- 
siderable amount of bluebacks, would ac- 
cept “services” in repayment for them, if 
he did not have any work to be done? 

Is it not as simple as A. B. C., as soon 
as the issuance of currency becomes noth- 
ing but a means to create ‘“‘wealth,” instead 
of a means of creating ‘‘a medium of ex- 
change” founded upon a solid gold basis, 
that “nothing has become something, and 
something nothinge” 


Dwelling upon the chaos on the island, 
David A. Wells gives some remarkable his- 
torical analogies. Let me quote a few more 
lines from his book: 

“In the period of doubt and perplexity 
which thus came to the community, those 
fond of precedents carefully searched the 
old chronicles and records of other nations 
for lessons of experience; and, among vari- 
ous things which profited them greatly, 
they found, among the chronicles of the 
learned Spanish historian, Fra Antonio 
Agapida, the following account of what 
the veteran soldier, Don Inigo Lopez de 
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Mendoza, Count de Tendilla, did, when 
besieged by the Moors in the town of Al- 
hama, he had also serious financial diff- 
culties to contend with: 

“(Tt happened,’ says Agapida, ‘that this 
Catholic cavalier, at one time, was desti- 
tute of gold and silver wherewith to pay 
the wages of his troops; and the soldiers 
murmured greatly, seeing that they had not 
the means of purchasing necessities from 
the people of the town. In this dilemma, 
what does this most sagacious commander? 
He takes me a number of little morsels of 
paper, on the which he inscribes various 
sums, large and small, according to the na- 
ture of the case, and signs me them with his 
own hand and name. These did he give to 
the soldiery, in earnest of their pay. 
‘How! you will say, ‘are soldiers to be paid 
with scraps of paperr’ ‘Even so,’ I ans- 
wer, ‘and well paid, too, as I will presently 
make manifest; for the good count issued 
a proclamation ordering the inhabitants of 
Alhama to take these morsels of paper for 
the full amount thereon inscribed, promis- 
ing to redeem them at future time with sil- 
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ver and gold, and threatening severe pun- 
ishment to all who should refuse. The 
people, having full confidence in his word, 
and trusting that he would be as willing to 
perform the one promise as he certainly was 
able to perform the other, took these curi- 
ous morsels of paper without hesitation or 
demur. Thus, by a subtile and most mirac- 
ulous kind of alchemy, did this Catholic 
cavalier turn worthless paper into precious 
gold, and make his late impoverished gar. 
rison abound in money!’ 

‘It is but just to add,’ continues the his- 
torian, ‘that the Count de Tendilla re- 
deemed his promises, like a loyal knight; 
and this miracle, as it appeared in the eyes 
of Agapida, is the first instance on record 
of paper money.’”’ 


Today in modern highly advanced civ- 
ilization, Counts are selling at a discount. 
Loyal Knights are scarce—yet, the magic 
spell of “money,” the adoration of the 
Golden Horde remains! Thus good burg- 
hers are buying Wrangle money:  Kol- 
chak money, Romanof roubles, German 
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marks, Polish marks, Austrian crowns, etc.! 


Incidentally, after reading all that has 
been written in the foregoing pages, what 
remains of that man, by thousands, looked 
upon as the oracle: the man whose theories 
have brought such endless suffering upon 
humanity: the man who in his “Organiza- 
tion de l’Internationale” writes: “Long fa- 
miliarity with the practice of giving secur- 
ity for loans, and of paying them back at 
a fixed date, has blinded us to the national 
advantages of loans without security and 
payable at any date’—Karl Marx? 
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CHAPTER TEN 


What I learned from Robinson Crusoe. 
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CHAPTER X 


What I learned from Robinson Crusoe. 


little journey, what have I learned? 


G isteoanes, the results of our 


a. That wealth is a physical actuality, 
and the result of some form of labor; 
not of destruction, or inflation of cur- 
rency. 

b. That capital is the balance of what we 
produce, less what we spend, consume, or 
destroy. 

c. That money is the consequence and 
not the cause of wealth. 

d. That money is a medium for facilitat- 
ing the distribution and actual use of capi- 
tal, as well as the interchange of products 
and commodities. 

e. That the ability to purchase products, 
—to spend money—, is the result of produc- 
tion at some previous time, and not of de- 
struction. 

f. That currency in order to really carry 


—_ 
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out what it is meant for,—the payment of 
some debt—, should represent something of 
stable value, and should be convertible into 
that something at any time. 

g. That “promises to pay” without act- 
ual value behind them, are debts represent- 
ing nothing tangible; and that trying to get 
wealth by first printing “debts,” then call- 
ing them “money,” and then calling that 
money “wealth,” is a confidence trick. 

h. That this confidence trick is possible 
through the ever-lasting desire to accumu- 
late wealth. 


And from the foregoing I have drawn 
the following conclusions which to me seem 
entirely logical: 

“War means wholesale destruction of 
‘wealth,’ which as we have learned, is the 
result of labor or services:'the governments 
pay for what they intend destroying,—com- 
modities and services—, (the use of men 
for fighting purposes is equal to destruction 
of productive labor) by creating debts, 
either in the form of bonds or paper cur- 
rency; destruction represents a dead loss, 
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which is not paid for, until the bonds and 
paper currency used to bridge the abyss are 
redeemed: the huge volume of paper cur- 
rency passes as money, but it is not real 
money, because it is not the “consequence of 
wealth,” but the “consequence of destruc- 
tion of wealth,’ which means that it has 
no intrinsic value. The result is a continuous 
rise in the cost of labor, services, and com- 
modities, or, what is really a decrease of the 
value of the money; this in turn means, huge 
deficits in the Governments budgets, which 
again can only be met by a further issuance 
of ‘‘debts,” or, as they call them: “money!” 
which again means a further decrease of 
the value of the “money” and therefore, 
higher prices—. . . . the vicious circle: le 
cercle vicieux! 

The problem which is puzzling us all is 
how to break that circle..... 


Second Part 
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CHAPTER ELEVEN 


The Twilight of the Golden Horde. 
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CHAPTER 2 


The Twilight of the Golden Horde. 


LL of us this time should have 
clearly established in our minds 
the following facts: 


a. Money is the “result” and not the 
“cause” of wealth: 

b. Paper currency, not covered by gold, 
represents nothing but a “promise”: 

c. Paper currency printed during war 
time, is the result of wealth “destroyed,” or 
“in process of destruction”: consequently it 
represents a debt for a “dead loss”: 

d. Money unless convertible into gold at 
any time, becomes a commodity, subject to 
the ordinary laws of supply and demand, 
and an object for speculation. 


When we look at what happened to Eu- 
rope,, or rather, what happened to the 
World since 1914, taking only the field of 
foreign exchange, then we find ourselves 


124 “THE GOLDEN HORDE” 


confronted with a state of affairs, well nigh 
unparalled in the history of finance. 

The diagram on the opposite page will 
give a clear picture of what has happened, 
and if my readers will kindly do a little 
serious thinking this time,—up till now I 
have made it very easy for them, at least let 
me hope so—, I will endeavor to leave 
within their minds an indelible picture of 
it all. 

The diagram shows the increased pur- 
chasing power of the Dollar abroad, and 
the decreased purchasing power of the for- 
eign currencies in the U. S. A. 

It has a very deep meaning; and has to 
be looked at from various angles: the fact 
that our dollar is worth more in foreign 
currency than it was formerly, does not of 
necessity mean that this is an advantage 
to us! 

However in the final analysis it all comes 
to this: 

“Tf for an American dollar I can get sev- 
enty-five times as many Marks, 214 times as 
many Francs, etc.: and if to buy an Amer- 
ican Dollar I must have 300 Marks instead 
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of 4; 1214 Francs instead of 5; etc., then 
what are the results? 

The results are so manifold, so stupend- 
ous, so far reaching, so favorable, so ruin- 
ous, so demoralizing, that it would take 
thousands of pages to explain them. 

The relation of the dollar to the other 
currencies: of the Pound Sterling to the 
Dollar and other currencies: of the Franc 
to the Dollar and other currencies, etc., 
means an endless complex of problems, fa- 
vorable and adverse; nay, there is hardly 
any situation in commerce and industry 
which is not in some way affected by the 
dislocation of the Exchanges. 

Let us look at our diagram... . Towers 
the Almighty Dollar over every currency: 
““T can buy 300 of your Marks, and with 
those Marks buy eight times as many com- 
modities as before the war!” says He. 

Says the little Mark: “TI can manufac- 
ture for roo Marks what formerly I could 
make for 10 Marks. 10 Marks then repre- 
sented $2.38: too Marks today are only 
$0.33. From my standpoint I can produce 
7 times cheaper for the American market 


“THE GOLDEN HORDE” § 127 


than I could formerly: I'll, therefore, use 
your market to dump when I am ready to 
do so!” 

Replies the Almighty Dollar: “But I can 
purchase your Government Municipal and 
other bonds for just one-seventieth part of 
what they used to cost me: how about that?” 

Says the little Mark: “That is nothing 
at all! The fact that you buy something so 
much cheaper, does not of necessity mean, 
that it will ever be worth more. Besides, 
are you aware, that every $1,000 American 
bond held by us, and sold at par today 
brings us in 300,000 Marks against 4,200 
Marks in 1914 and that these 300,000 Marks 
invested in a little property represent a real 
permanent value even if I should go down 
to nothinge” 

Says the Almighty Dollar: “But you 
cannot buy from us any more, because for 
every Dollar you have to put up 300 Marks, 
instead of formerly 4 Marks!” 

Replies the little Mark: “I should 
worry: I am worth more everywhere else 
than in your country: [’ll buy raw materials 
elsewhere and cheaper too, and then [’ll 
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sell the manufactured goods in your mar- 
ket for real Dollars, and with these dollars 
I'll buy of you whatever I have to!” 

Says the Almighty Dollar: “You will be 
worth less and less all the time, and the 
day will come when you will be worth 
nothing at all: not the paper you are written 
on! Then what will happen: where will 
your country be?” 

Replies the little Mark: “It goes with 
me ‘as with everyone else: so long as you 
think that I am going to make you rich 
you'll buy me and treasure me highly: the 
moment, however, things don’t “float along 
like a song” you come with sneering re- 
_ marks! Why, I have been the most useful 
patriotic little thing there ever was! The 
lower I went, the better it was for our ex- 
port trade: the worse for yours; that’s one 
reason why your export trade notwith- 
standing its highly efficient up-to-date ma- 
chinery is complaining so seriously! The 
lower I went the more anxious the people 
were to buy me! Why, billions of Marks, 
—hot from the press—, were sold to your 
Allies’ subjects, and all the money thus ob- 
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tained, after charging off printing expenses 
and cost of paper, was a profit out of which 
we paid part of our indemnity! Being in 
debt is one 'thing, but being in debt when 
you are allowed to put your hand into a 
printing press, instead of into your pocket, 
pull out pieces of paper with pictures on 
them, call them solemnly .... “Money” 
and then sell them abroad for real money, 
that is real business! Real Geschaeft! 

“You see, it does not always pay to be 
rich and haughty: the debacle of our cur- 
rency does not mean absolute ruin for us 
even though it should. Two and two in 
economics is yet five! It often pays to be 
poor: the poor fellow can do a great many 
things the rich man could not afford to 
Ce A 

“You did not really believe, in your heart 
of hearts, that I would be worth, 20, 40, 50, 
70 times as much as what you paid for me? 
You didn’t really believe that we could sell 
you a picture of sauerkraut and pigs- 
knuckle, and that you could sit down at your 
dining table and grow fat on the picture? 
Why shouldn’t we sell you our pretty pa- 
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per marks, so long as you think they are 
cheap? Much more fun than buying your 
American Rails! No interstate commerce 
commission: no strikes: our printing presses 
are working day and night: action all the 
time! Besides, the time will come when my 
little brothers and sisters will be useful: 
when you can paper the walls with them: 
when your grandchildren will sell them as 
curios and get real money for them!” 

“Says the Almighty Dollar: “We can 
loan the World money: it pays everybody to 
borrow Dollars from us even at tremendous 
rates at this moment; Dollars that are worth 
1214 Francs, 20 Lire, etc., and they may 
eventually be repaid with 5 Francs, 5 Lire, 
etc. And asa result of this, through financ- 
ing the World I’ll capture the World’s for- 
eign trade because trade follows the invest- 
ment flag!” 

“Replies the littlhe Mark: “I should 
worry: I am reading in all the papers that 
you are paying very heavily for your for- 
eign trade: that your drafts are not paid, 
that your goods are filling the warehouses 
in oversea countries: that although you do 
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understand the business thoroughly, you do 


not show your customers sufficient consid- 
eration, and that unless you are the only 
source of supply you cannot compete at all, 
because it costs you such an awful lot of 
those horribly valuable dollars to manu- 
facture things, whereas we and others with 
our shabby paper can produce cheaper, and 
are doing a pretty fair export business 

Says the Almighty Dollar, “TI am great, 
for back of me is almost all the gold of the 
Word: i reten supreme’. 1°. : . 

Replies the little Mark: ‘That does not 
mean anything at all in the long run. Sup- 
posing we were playing poker with you and 
a few others; and you after a while had all 
the chips: would we then not be at a dead- 
lock situation and could we go on, unless 
you gave us chips? .... Supposing then, 
that you had to go on playing because you 
did not want us to go home unable to ever 
play again with you: what could you do? 
What would you have to do? Give up your 
chips and take I. O. U.’s..... 

“Mark” my words!” 
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But, let us leave the Dollar and the Mark 
alone, and let us get back to normal,—to 
use an appropriate expression—! 

When we see the currencies of a war-rid- 
den World in such a state of dislocation, is 
it then not the highest time to ask our- 
selves: 

“Can the World go on like this? Can we 
continue to do business in money or with 
money that fluctuates in price from min- 
ute to minute: that is tossed about like a 
ship in a gale without a rudder?” 

We certainly cannot! Whether we live 
in America, in Italy, France, England or 
elsewhere, we cannot possibly go on living 
and doing business in this way. Mr. Frank 
Vanderlip has recently told us that it is not 
up to us to approach the other nations, be- 
cause,—if I am not mistaken—, it is their 
currency that is depreciated and not ours, 
and because we cannot tell them what we 
think they should do; but, with all due re- 
spect to his unquestioned authority I ven- 
ture to differ with him. 

The exchange crisis is a cancer which 
not only has attacked the nations whose cur- 
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rency has depreciated, but also the very 
heart of our own commercial and indus- 
trial body, and which consequently has be- 
come a matter of national interest and of the 
utmost importance to us; and I do not see 
any reason why we, as a nation, should not 
take the initiative to approach the other na- 
tions with a view of bringing about the ab- 
solutely necessary “‘inflation-disarmament.” 

But apart from that, why should we not 
do it, even if it should not happen to be our 
direct and immediate duty to the World? 

Why should we accept the continuance 
of our foreign trade, in depreciated wildly 
fluctuating foreign currency, the real value 
of which in many cases we cannot possibly 
fathom? 

Some of the consequences of the aval- 
anche of paper money to me would seem 
exceptionally unjust. Supposing you were 
a retired business man who in the begin- 
ning of 1914 owned a capital of 100,000 
French Francs: today through the tre- 
mendous inflation, this capital is worth 
about one-third of what it used to be. This 
means, that through this inflation you have 
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actually lost two-thirds of your fortune, 
whereas somebody who formerly used to 
receive a salary amounting to one-third of 
your capital, today on account of this in- 
flation is paid 100,000 Francs to help him 
meet the increased cost of living, or in 
other words to indemnify him against the 
depreciation of the Franc! Where is the 
justice? 

Supposing that prior to the war I owed 
a Frenchman 5,180 French Francs,—at that 
time equal to $1,000.—: today his draft on 
me for what is due him, is not honored if it 
is for more than say $360.—! Is that right? 

The present exchange crisis has made it 
possible for thousands of bankrupts to re- 
deem their debts for the one-twentieth, or 
one-fiftieth part of what they used to be, 
thus forcing the poor creditors to accept 
depreciated currency in lieu of good and 
sound pre-war,currency. Is that just? To 
me it would seem a crying outrage! 

This is not just a conclusion to which I 
have suddenly jumped! 

After the Revolutionary war it was con- 
sidered disgraceful to take advantage of 
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the legal-tender character of the depreci- 
ated Continental or State paper money for 
the purpose of liquidating debts; and the 
Society of Cincinnati expelled a member 
for so doing. 

According to David Wells, the State of 
Rhode Island, which longer than any of 
the other States endeavored to maintain by 
law the legal-tender character and use of 
such money, was often spoken of in conse- 
quence as “Rogue’s” in place of “Rhode” 
Island..... 


Paper inflation resulting from war and 
destruction, forced upon the people, is the 
rankest kind of confiscation imaginable, 

(Mr. Lenine and his fellow communists 
had better ban this little book from circula- 
tion in Soviet Russia before anybody reads 
it and questions the advantages of commun- 
ist printing presses!) 

Issuing paper against the gold reserve set 
aside for the pre-war currencies, instead of 
using a special war paper with a special 
reserve, or without any reserve behind it,— 
which no government would dare to do 
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anyhow—, is a very serious and econom- 
ically entirely unsound procedure, for 
which there is as little excuse as there is for 
the World War! 

I could go on and on, enumerating un- 
pardonable mistakes and countless cases of 
unjust confiscation, but what is the use? 
The great question today is: 

“What is the way out?” 

My readers having made themselves 
thoroughly acquainted with the reasons and 
causes of the inflation,—thanks to old Rob- 
inson’s experiences and teachings—, will 
readily give you the answer: “Compulsory 
deflation!” Actual depossesston! of what 
has never had anything but a fictitious 
value, and should have never been handed 
out as good money! 

“Compulsory deflation!” Do what Rob- 
inson Crusoe did; tell the people that 
things are in a mess: that the paper is 
worth less than it used to be before the war, 
or not anything at all,—as is practically the 
case in Germany and Austria and Poland 
—; get them to see the folly of their re- 
spective governments: tell them to come 
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down to earth: to do some real tall think- 
ing: to take things as they are! 

Let us take first of all the two most seri- 
ous sinners, Germany and Austria, who un- 
questionably are in a class by themselves. 
Both of them during the war and since the 
Armistice have been bootlegging in paper 
currency: running printing presses as one 
of the most profitable enterprises: putting 
in “paper” and taking out “money”... . 
And selling it abroad too; and getting real 
money for it! 

War paper money, as we have learned, 
represents nothing but a debt, resulting 
from wholesale destruction. The Germans 
and Austrians have fought and destroyed 
and they have as yet not paid for it! Both 
countries destroyed their entire wealth 
many times over, be it in actual destruction, 
in diverting man-power from productive 
to destructive purposes, or in indemnities, 
etc. They are exactly in the same Grancial 
position as Robinson Crusoe after the war 
with the Cannibals, and there is only one 
thing for them to do: “Pay for the show!” 
Write it all off as spent money and a dead 
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loss, because it has been spent for destruc- 
tion and a dead loss it is!” 

“And then start anew with a new cur- 
rency, on a proper gold basis!” 

How can any country having wasted its 
entire wealth several times over, and ow- 
ing all that destroyed wealth, in what we 
might as well call “I. O. U’s”, but what 
today we know as Marks, Crowns, etc., 
ever hope to make that paper worth its face 
value in gold? It would take centuries to 
do it, and it would not be practical either, 
because it would mean an endless chain of 
ups and downs of depreciated money! And 
besides, the psychological effect of this all 
would be ruinous in its moral consequences: 
it would mean a continuous feeding of fuel 
to the smouldering fires of hatred..... And 
out of hatred good was never born! 


“This paper money represents nothing 
of value! Destroy it! Take the printing 
presses to the Wilhelmstrasse and burn 
them up like the French did during their 
revolution!” 


What is the use of paying interest on war 
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loans, with worthless paper money when 
your Government has to print it in order to 
give it to your When actually you are pay- 
ing yourself by creating debts? 


“Destroy it! It is not an asset but a lia- 
bility!” 

Too radical? I do not think so, but if it 
is, then reduce the Mark and the Crown to 
the shadow of what they used to be! For 
instance give the people one new Mark for 
every hundred old Marks: one new Crown 
for every five hundred old Crowns! 

The process of destroying this fraudulent 
money completely, or practically, is not a 
very complicated one either. 

Its complete destruction would require 
the passing of a law by which after a cer- 
tain date the old money automatically would 
become worthless. It would mean, that 
the paper currency would cease to have 
any value; that bonds issued by the State 
and Municipalities, without any specific 
security, would become worthless; that 
mortgages and bonds specifically secured 
by property would be given a certain value 
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in new money in comparison to the esti- 
mated value—in new money—of the mort- 
gaged property inasmuch as tangible prop- 
erty and tangible security,—taxes, etc.—, 
represent actual value, which in turn is 
equal to gold. 

Reducing the Mark and the Crown to the 
“low-water-Mark” suggested above, would 
mean a temporary period of two kinds of 
currency: old Marks and new Marks: old 
Crowns and new Crowns: also, two prices 
for everything. A ticket from Potsdam to 
Berlin would cost, say ronew Marks or 1,000 
old Marks: a 1,000 Mark 4% Leipzig bond 
would probably be quoted 800 old Marks 
or 8 new Marks, etc.; whilst after a set date 
all old Marks would automatically become 
worthless. 

What applies to Germany and Austria, 
applies, in every respect, to Poland. The 
Polish Mark is absolutely worthless and has 
no more chance than a snow-ball in Hades. 

Russia since long has ceased to exist 
financially, and her paper is not worth the 
two or three lines written here. 

France, Belgium, Italy, Roumania will 
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have to make up their balance sheets and 
find out how much actual wealth has been 
destroyed: how much is recoverable from 
Germany and Austria, and how much is 
dead loss. That dead loss, like in every 
business will have to be written off, or in 
other words: if 50% is the actual dead [oss 
to France, she will have to write off 50% 
on her currency: she will have to give one 
new Franc for every two old Francs! And 
the same applies to the others: they should 
write off their dead losses 1n proportion, 
and go back to a real gold basis! 

England, of course, is in an entirely dif- 
ferent position thanks to her enormous re- 
sources, invisible trade and very rigid sys- 
tem of taxation: she will undoubtedly be 
able to work out her own salvation, and re- 
turn to a gold basis without having to take 
any such drastic measures as referred to 
above. 

There are other countries however in a 
most peculiar situation. During the war 
they have greatly increased their gold re- 
serves, and they have also greatly increased 
the volume of their paper currency, though 
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they have a sufficient gold reserve behind 
their paper. But they have put an embargo 
on the exportation of gold, and have tem- 
porarily suspended the conversion of paper 
into gold. But conversion into gold at any 
time is, as we have learned from Robinson 
Crusoe, an absolute necessity for the stabil- 
ity of the value of paper currency, and 
therefore as a consequence of non-converti- 
bility their paper has also become a “com- 
modity” pure and simple, and as their bal- 
ance of trade is decidedly against them, or, 
to put it in plainer language, as they buy 
more abroad than they sell abroad, their 
paper has depreciated. (I am leaving out 
of consideration the fact that as a commod- 
ity their paper has become an object for the 
speculation.) 

Holland, Denmark, Sweden, Norway, 
the Argentine and Uruguay are in that 
class. 

They will also have to resort to a gradual 
deflation, because they can never expect to 
retain the gold they are hoarding today. 


The more I try and put before myself 
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a mental picture of the world’s exchange- 
misery, the more I feel that the time has 
arrived to sit down, all of us Nations of the 
World, make up our balance sheets and 
call ‘“‘a spade a spade,” and cease to call a 
liability an asset! 

The gold basis has proven to be the only 
sound and stable basis for a currency, and 
we must therefore come to the establish- 
ment of a new kind of money on a gold 
basis! 

And when we are all sitting around the 
table, the first thing to do after each of us 
has submitted his balance sheet, is to ask: 
“How much gold reserve is there in the 
Worlde” 

The answer will be: “X billions of Dol- 
lars!” 

“All right! Where is it?” 

The answer will be: “In such and such 
States!” 

“All right! How much gold did each 
of us have prior to the war?” 

“X million Dollars!” 

“All right! How much paper currency 
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did each. of us have against this gold prior 
to the war?” 

“X million Dollars!” 

SAM orieher: 


Just think of these four questions: each 
of them simple and to the point. Does it 
then not occur to you, that the only thing 
to do would be to say: “All right Boys: 
each of us will take of the World’s gold 
our proportion as a basis for a new cur- 
rency which on no occasion may exceed 
twice the amount of gold we have!” 

“Yes!” you will say, “that is easier said 
than done!” 

No, it is not! 

It would come to this: 

Supposing a country prior to the war 
had: X gold and 2 times X paper. Sup- 
posing today she had: X gold and 10 times 
X paper. She would get no gold, but 
would have to reduce her paper to 1/sth. 

Supposing another country formerly had: 
X gold and 2 times X paper, and today: 14 
times X gold and 20 times X paper. She 
would have to get: 1% times X gold, but 
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would have to reduce her paper to 1/roth. 

Supposing a third country formerly had: 
X gold and 2 times X paper and today: 5 
times X gold and 4 times X paper, she 
would have to give up 4 times X gold and 
reduce her paper to 2 times X. 

“Yes,” you will say, “that is all very 
well, but how are you going to get them to 
give up the goldr” and to that I would re- 
ply as follows: 

“Just picture yourself, four or five tables, 
playing poker, and at each table there is 
one man who has got all the chips! They 
can’t go on playing unless they get chips, 
and therefore they buy them back and pay 
with I. O. U.’s!” 


That is what the situation today really 
amounts to: America alone has more than 
half the gold: more than half the chips. 
The Argentine has quite some, so has Hol- 
land: so has Denmark; so have others. 
They will have to give up as much as they 
do not require for a normal currency cir- 
culation! 

How will that be done? By taking in 


————, 
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payment for the gold, bonds issued by the 
country applying for the gold, if necessary 
bonds guaranteed by Customs receipts or 
anything else which really represents gold. 
That is common sense, and that is a 
practical solution. New sound currency, 
based upon pre-war requirements will bring 
about the readjustment of everything! 
Readjustment of wages, of cost of produc- 
tion, and generally speaking, of the cost of 
living! For the reduction of our H. C. L. 
depends to a large extent on the reorgani- 
zation of the international currencies. 


And that is also a God-given opportunity 
for establishing an International Currency 
on the basis outlined hereafter. 

Eliminate the difference in currencies, 
and the endless waste of money and brains 
in the execution of the foreign exchange 
business, the very idea of which to me 
sounds antiquated and moth-eaten! Use 
the opportunity for eliminating the differ- 
ence in weights and measures, and make 
this wonderful World more wonderful 
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than it was ever before, and a really sensi- 
ble World to live in! 

You cannot dethrone the Golden Horde: 
its twilight spells your twilight! 

Sang Mephisto: “Le veau d’Or est 
toujours debout’—"“the Golden Calf 
stands always erect!” 
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CHAPTER TWELVE 


Money: the same in effect, yet not the 
same in fact. 
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CHAPTER XII 


Money: the same in effect, yet not the 
same in fact. 


RITING this book, as I do, for 
“the man in the street,” I shall 
try to avoid all possible difficult 


matters, and talk to my readers as I would 
talk about this to my own Boy! 

Money is used in every civilized coun- 
try! Most countries issue paper money 
against a certain amount of actual gold: 
different countries have different moneys: 
different “currencies” we usually say. All 
these currencies have a certain value as 
compared to each other; this is based upon 
the intrinsic value of the unit adopted by 
each country: in England this unit is the 
Pound Sterling; in France the Franc; in 
Holland the Guilder; in Italy the Lira; 
and so on. We all know that. 

The exchanging of one currency into an- 
other is a profitable business, which we call 
the Foreign Exchange business, or briefly 
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Foreign Exchange. The price at which 
money of one country can be bought in an- 
other country, is what we call “the rate of 
exchange,” or simply “the rate.” The 
normal rate of exchange between England 
and America, expressed in dollars is $4.86 
2/3: between France and America 19.3¢; 
between Italy and America 19.3c: between 
Germany and America 23.8c, and so on. 
This means that the price of a Pound Sterl- 
ing is normally $4.86 2/3; of a French 
Franc or an Italian Lira, 19.3; of a German 
Mark, 23.8c. This normal rate of exchange 
is what we professionals call: “par of ex- 
change.” 

The price of anything, is the amount of 
money it costs to buy it. This applies to 
goods, to services, as well as to money of 
foreign countries; the price primarily de- 
pends on supply and demand. 

Foreign currency can be:in demand or 
en offer. It is in demand, when we have to 
pay debts abroad: it is on offer, when we 
have money coming to us from abroad in 
payment of debts. If the supply exceeds 
the demand, the price will drop: if the de- 
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mand exceeds the supply, the price will 
rise. 

Very simple, is it not? 

“But if that is so,” you will say, “then 
any currency can go up and down in price 
like any other staple commodity, and this 
means, that one can never know anywhere 
near, how much one will receive when sell- 
ing abroad, or how much one will have to 
pay when buying abroad, because imports 
and exports, etc.—all of which in the final 
analysis mean ‘supply and demand of for- 
eign money’—, vary tremendously!” 

Perfectly right,—and if that were the 
case, then the World would always be in 
the throes of the turmoil, in which it is to- 
day, on account of the extreme uncertainty 
of the value of the foreign currencies. 
Foreign money would then be a commod- 
ity, subject entirely to the laws of supply 
and demand, and freely open to speculation 
like every other commodity. 

But what you have forgotten is this: pa- 
per currency in civilized countries can al- 
ways be exchanged against gold: conse- 
quently if there is a heavy demand for a 
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currency,—say Pounds Sterling—, result- 
ing in a rise of the price of the Pound 
Sterling, then the moment may come when 
it will be profitable, to exchange paper 
money against gold, ship the gold to Eng- 
land, have it minted into golden sovereigns, 
and use the sovereigns to pay the debts in 
England. Then we see gold shipments and 
read interesting articles on the subject. 
These gold shipments, however, mean 
“curtailment of demand for British cur- 
rency,” and once more the price is forced 
down. Clear? 

On the other hand, at certain times there 
may be a heavy supply of British currency, 
because we are in the middle of our export 
season and have sold great quantities of 
goods to England for the cost of which we 
draw in Sterling on the Britishers. At that 
time we may see the Pound Sterling drop 
in price, until such point at which it is 
profitable to take in payment British paper 
money, convert it into British gold: ship it 
to America and make golden eagles out of 
it. Then we create a “decrease of supply of 
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British currency,” and the lack of supply 
forces the price up. Also clear? 

The points between which a currency 
can fluctuate before it becomes profitable to 
ship or import gold, are called the gold- 
points. 

These goldpoints place currency without 
the pale of “commodities,” and prevent any 
but professional speculation in foreign 
currencies, and therefore under normal cir- 
cumstances the ordinary human being never 
speculates in foreign exchange: never 
dreams of doing it! 

He may buy Sterling today because he 
has a payment to make in London thirty 
days later, and because he thinks that the 
price is very low, but outside of that he 
never bothers about foreign exchange, the 
handling of which he is perfectly willing 
to leave to professionals. 

From the above, however, we learn a 
great lesson, and I want to impress this 
very clearly upon my readers’ minds: 

“Paper currency in order to have a sta- 
ble value compared with foreign currencies, 
should be convertible into gold at any time! 
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Non-convertibility into gold;—although 
there may be 100% actual gold behind it—, 
turns a currency into a commodity, the 
value of which is regulated by supply and 
demand: consequently it becomes an object 
for speculation. Instability of the price of 
its currency is greatly detrimental to the 
international business of a country, and 
must, as a matter of course, reflect unfavor- 
ably on its domestic affairs.” 


I will not enlarge upon the foreign ex- 
change business: my book would lose its 
popular style if I did. Besides, they are 
paying experts huge salaries; so why should 
I give away something for which there is 
a market? 

Suffice to state that this business is ex- 
tremely complicated if executed to perfec- 
tion, entailing a huge volume of brain- 
work and capital, all of which, in a new 
social order of things, might well be used 
in a far more productive way, because we 
all know and should remember, that as long 
as we exchange a Dollar often enough into 
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another currency, there will be nothing left 
in the end! 

Have you ever thought or that? Has it 
ever occurred to you, that your good money 
should be worth exactly the same all over 
the World, whereas now, when you travel 
through Europe, every, few hours: “you 
hear ‘toot-toot’; and you are in a new coun- 
try: you see brass buttons: get some funny 
money and lose some real money!” as my 
Mother once told me..... 


Foreign exchange may be a profitable 
business, but in the final analysis it is a relic 
of olden days: and it is one of those prob- 
lems about which within the intimacy of 
the four walls of my little den I have often 
been philosophizing, wondering whether 
foreign exchange as such still has a right 
existence, and whether as a matter of fact 
we are not daily wasting a tremendous 
amount of energy, good-will and money, 
over something very complicated, which in 
the evolution of World events, should long 
ago have become the easiest and simplest 
thing imaginable! 
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In our own great American Union of 
48 States we have adopted one kind of 
money; a transfer of money from one place 
to another, three thousand miles away, can 
be made by a simple telegram and the only 
cost attached to this is a few days’ interest, , 
but there is no difference in the value of 
the dollar in New York and in San Fran- 
Cisco; it matters not whether the trade bal- 
ance between New York State and Cali- 
fornia is in favor of the one of the other! 

Yet we differentiate between an Ameri- 
can Dollar and a Canadian Dollar, because 
they each belong to a different currency 
system, and therefore as a rule the Cana- 
dian Dollar though intrinsically just as 
sound as our own, is selling here at a dis- 
count, slight as this may normally be. 

And when we take the World as such, 
we see a different kind of ‘money in every 
country and a different standard of value 
between all those currencies; and we see the 
prices of such moneys go up and down in 
accordance with the momentary balance of 
trade,—the difference in value of exports 
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and imports—, between these various coun- 
tries. 

Yet, money is used everywhere for the 
same purpose, and what puzzles me is this: 
‘Where money is the same in effect, why 
should it not be the same in factr” 


Supposing we had as many different 
kinds of money in our Union as there are 
stars in our flag; and that the values of these 
moneys were regulated by imports and ex- 
ports from one State into another! what a 
cumbersome condition of affairs would we 
run up against! 

Yet, that is just what they are up against 
in Europe, and elsewhere! 

Of course, in the beginning when some- 
thing had to be found in order to facilitate 
barter; when there were no proper means 
of communication between distant coun- 
tries; when telephones, cables and radios 
did not exist, nothing was more natural than 
that there should have been a different 
kind of money in each different country. 

That the World growing older and wiser, 
should have sought ways and means to 


160 “THE GOLDEN HORDE” 


convert one currency into another by more 
or less complicated methods is nothing sur- 
prising either; but, that does not mean that 
we should go on like this! 

The conversion of one currency into an- 
other is a costly operation, and whereas 
this huge machinery for exchanging one 
kind of money into another,—the Foreign 
Exchange business,—according to my opin- 
ion since long is overdue at the World’s 
Museum of “Antiquities and Relics of 
Barbarism,” would the logical thing not be 
a complete revolution of matters financial 
by creating one kind of money for the en- 
tire civilized World? 

The advantages of such an economic 
reorganization would be enormous! 

Among others, such vast tolls on com- 
merce as now are represented by exchanging 
money, arbitrage and other speculation in 
money would be avoided; counterfeiting 
could be more thoroughly guarded against; 
minting expenses could be lessened; ship- 
ments of gold could be reduced; travelling 
would be easier and cheaper; weights and 
measures would become uniform, and gen- 
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erally speaking, business would increase, 
because it could be conducted upon the 
cheapest and cleanest economic basis. And 
apart from that, international investment 
business,—the greatest stimulant for foreign 
trade—, would be tremendously facilitated, 
and interest rates all over the world would 
become more stable, because as soon as 
money would earn more in England 
than elsewhere, the rest of the World would 
immediately loan money in England, a 
transaction which up till now always brings 
with itself the risk that the exchange rate 
will be unfavorable at the time when the 
money thus loaned is withdrawn. 

And last but not least, in the final anal- 
ysis of things, the World would be a real 
step nearer to a Brotherhood of Nations! 

The idea of an international money is 
nothing new: leading economists in years 
gone by have advocated it and the World 
War has left the World in a state of preg- 
nancy for it. Yet no one,—at least in my 
humble opinion—, has ever presented a 
practical plan in a concrete form: not even 
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Mr. Frank Vanderlip, admirable as his 
ideas on the subject may be. 

A situation like the present, delicate to 
the highest degree, can only be handled in 
a super-tactful manner, in which America, 
in no way, may appear to be forcing the 
domination of her financial superiority 
upon a war-weary and_hyper-sensitive 
World! 

For these reasons I have never been en- 
thused by any plan advocating the creation 
of a World Bank of issue, with headquarters 
in the U. S. A. and branches all over the 
World. 

The nations of Europe, and_ several 
others, already many years before America, 
—in the wake of serious panics—, had to 
adopt the Federal Reserve System, were 
living under highly perfected and elastic 
monetary systems, and were perfectly able 
to run their own affairs, and it is for that 
reason, that I would like to see the adop- 
tion of an international monetary system 
along ethical, logical and sensible lines. 

There should be one Bank of Issue in 
each country: one kind of money based 
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upon gold, but no Bank of any country 
should guarantee the paper issued by any 
other Bank in any other country. 

The same money, but all the Banks in- 
dependent though interdependent. 

Let us suppose for a moment, that the 
leading Nations of the World would agree 
to the adoption of international money, the 
unit of which in each country to be the Dol- 
lar; to be printed from different plates with 
different colors, in the language of the coun- 
try of origin and in English, in order that 
it be easily discernable; the issue of paper 
to be permissible through the Home Bank 
only, and with at least 50% gold behind it. 
Supposing this gold was deposited in each 
country in proportion to its requirements, 
—hbased upon pre-war conditions—, and 
under control of an international commis- 
sion, the said commission to countersign all 
paper money issued; paper money not coun- 
tersigned not being recognized as legally 
issued international money; the money is- 
sued to have the same value everywhere 
without being legal tender but in the home 
country. 


el 
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In order to make such a plan workable 
the following would seem essential to me: 
the purchase and sale of foreign Dollars 
should be prohibited by law; the Bank of 
Issue in each country to be the only inter- 
mediary through which an exchange of one 
Dollar into another should be made. Per- 
sons Owning or importing foreign Dollars 
to be under the obligation to exchange im- 
mediately at the Bank of Issue their Dol- 
lars against Dollars of the country they 
should happen to be.in: persons wanting to 
remit foreign Dollars, to deposit domestic 
Dollars with the Bank of Issue, which in 
turn would make the necessary transfers. 
The various Banks of Issue to settle their 
accounts,—the redistribution of foreign 
Dollars taken in, remittances to be made, 
etc.,—, daily through clearing houses. 

Would a plan worked out along the 
above lines not be perfectly feasible? 

Let us take a concrete example. 

Supposing our Home Bank would on a 
certain day take in $2,000,000 English cur- 
rency, and receive a credit with the English 
Home Bank of $10,000,000 with instruc- 
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tions to pay this in American Dollars to 
1,000 different people in the U.S. A. Sup- 
posing on the other hand the English Bank 
had taken in $1,500,000 American Dollars, 
and had received a credit with the Ameri- 
can Home Bank of $8,000,000 to be paid’ in 
English Dollars to 500 different people in 
England; what would the situation be? 

The American Bank has taken in $2,000,- 
ooo English currency, and has issued 
against that collateral $2,000,000 American 
money: it has received $10,000,000 (Eng- 
lish) credit, for which British people have 
put up with the British Bank the neces- 
sary English dollars. The American 
Bank, therefore, has increased its circula- 
tion $12,000,000 against A-1 collateral. In 
England the English Bank has issued $1,- 
500,000 English currency against $1,500,- 
ooo American currency, and has received 
a credit of $8,000,000 American Dollars for 
which the Americans have put up with the 
American Bank the necessary American 
dollars. The British Bank has therefore 
increased its circulation $9,500,0o00o— 
against A-1 collateral. 
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England now ships us $1,500,000 Amer- 
ican Dollars taken in: we return $2,000,000 
British Dollars taken in. 

England furthermore owes us $10,000,000 
American money: we owe her $8,000,000 
English money. 

On balance England owes us $2,500,000 
(American) which amount is either held 
at our disposal in English Dollars or is 
shipped immediately. 


The chief difficulty of course lies in case 
of war, but agreements could be made un- 
der which a country declaring war would 
automatically drop out of the Union of In- 
ternational money. 

What would that mean? It would mean 
this: no money of the war-declaring coun- 
try would be accepted any longer in any 
foreign country, and no remittance to that 
country could be made any longer. This in 
turn would mean for the warring Nation: 
no borrowing abroad, no traffic on any large 
scale with any foreign country! 

The dropping out of the Union of In- 
ternational money would have a tremendous 
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moral effect both at home and abroad; the 
people themselves would immediately see 
the danger sign of forthcoming paper in- 
flation, and realize that the moment the war 
was over, they could never hope to re-enter 
the international money circle, without act- 
ually bringing their currency back within 
the limitations of the covenant. This would 
mean the confiscation of all paper currency 
over and above the paper currency issued 
prior to the war and covered by 50% gold: 
incidentally a perfectly sensible thing to do, 
as explained in the previous chapter. 

The Nations engaged in the World War 
never for one moment realized what paper 
inflation would lead them in to; hereafter 
the sight of the hand writing on the wall 
even yet may have a wonderful preventa- 
tive effect! 

The Golden Horde still is the one Invin- 
cible Legion people bow down to above all 
things. To attack the weakest link in the 
chain of World problems, bearing in mind 
the basic rule of criminal legislation; “that 
it 1s not the severity of the punishment, but 
the certainty of severe punishment that 
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deters the criminal,’ to me would seem to 
be the obviously logical step towards 
“Peace on Earth: goodwill unto men!” 


The Golden Horde remains victorious! 
Eliminating gold as a basis for the issue of 
paper money brings forth endless suffering 
and conjures before my eyes the vision of 
Tcherkoff in Ibanez’s immortal “The Four 
Horsemen of the Apocalypse.” .... 
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